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REPORT 


ROYAL COMMISSION ON 
NEWFOUNDLAND FINANCES 


Under the Terms of 
Union of Newfoundland 
with Canada 


MAY 31, 1958 
EDMOND CLOUTIER, C.M.G., 0.A., D.S.P. 


QUEEN’S PRINTER AND CONTROLLER OF STATIONERY 
OTTAWA, 1958 


SSubbs 


Order in Council 


P.C. 1957-257 


Certified to be a true copy of a Minute of a Meeting of the Committee 
of the Privy Council, approved by His Excellency the Governor General on 
the 21st February, 1957. 

The Committee of the Privy Council have had before them a report 
from the Prime Minister recalling that Section 29 of The Terms of Union 
of Newfoundland with Canada provides that: 

“In view of the difficulty of predicting with sufficient accuracy 
the financial consequences to Newfoundland of becoming a 
province of Canada, the Government of Canada will appoint a 
Royal Commission within eight years from the date of Union to 
review the financial position of the Province of Newfoundland and 
to recommend the form and scale of additional financial assistance, 
if any, that may be required by the Government of the Province 
of Newfoundland to enable it to continue public services at the 
levels and standards reached subsequent to the date of Union, 
without resorting to taxation more burdensome, having regard 
to capacity to pay, than that obtaining generally in the region 
comprising the Maritime Provinces of Nova Scotia, New Bruns- 
wick and Prince Edward Island.’’ 


The Committee, therefore, on the recommendation of the Prime 
Minister, advise that 


The Honourable John Babbitt McNair, 
The Chief Justice of New Brunswick, 
Fredericton, N.B., 


The Honourable Sir Albert Joseph Walsh, 
Chief Justice of the Supreme Court of Newfoundland, 
St. John’s, Newfoundland, and 


Mr. John James Deutsch, 
Vancouver, B.C. 


be appointed Commissioners under Part I of the Inquiries Act (Chapter 154 
of The Revised Statutes of Canada) to review the financial position of the 
Province of Newfoundland and to recommend the form and scale of 
additional financial assistance, if any, that may be required by the Govern- 
ment of the Province of Newfoundland to enable it to continue public 
services at the levels and standards reached subsequent to the date of 
Union, without resorting to taxation more burdensome, having regard to 
capacity to pay, than that obtaining generally in the region comprising the 
Maritime Provinces of Nova Scotia, New Brunswick and Prince Edward 
Island. 
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The Committee further advise that: 


(1) the Commissioners be authorized to exercise all the powers set out 
in Section 11 of the Inquiries Act; 


(2) the Commissioners adopt such procedure and methods as they may 
from time to time deem expedient for the proper conduct of the Inquiry, 
and sit at such times and at such places in Canada as they may decide; 


(3) the Commissioners be empowered to engage such counsel, staff 
and expert assistance as may be required, notwithstanding the provisions 
of the Government Contracts Regulations, for the proper conduct of their 
Inquiry, to determine the rates of expenses to be paid to persons so engaged 
and to make regulations governing conditions of employment which will 
be applied to their staff; 


(4) the Commissioners be granted travelling expenses and living allow- 
ances in such amounts as may be approved by the Treasury Board while 
absent from their places of residence and engaged in the conduct of the 
Inquiry; 


(5) all government departments be directed to afford to the Com- 
missioners such assistance and co-operation as may be required in the 
Inquiry; 

(6) the Commissioners submit their report to the Governor in Council; 
and ) 

(7) the Honourable John Babbitt McNair be Chairman of the Com- 
mission, and Mr. A. 8. Abell of Ottawa, be Secretary. 


R. B. BRYCH, 
Clerk of the Privy Council. 


Commission of Appointment 


GREAT SEAL 
OF 
CANADA 
(Sed.) “Vincent Massey” 
CANADA 


(Sgd.) “F. P. Varcoe”’ 


DEPUTY ATTORNEY GENERAL 
CANADA 


ELIZABETH THE SECOND, by the Grace of 
God of the United Kingdom, Canada and Her other 
Realms and Territories QUEEN, Head of the 
Commonwealth, Defender of the Faith. 


TO ALL TO WHOM these Presents shall come or whom the same may 
in anywise concern, 


GREETING: 


WHEREAS pursuant to the provisions of Part I of the Inquiries Act, 
Chapter 154 of the Revised Statutes of Canada, 1952, His Excellency the 
Governor General in Council, by Order P.C. 1957-257, of the Twenty-first 
day of February, in the year of Our Lord one thousand nine hundred and 
fifty-seven, a copy of which is hereto annexed, has authorized the appoint- 
ment of Our Commissioners therein and hereinafter named to review the 
financial position of the Province of Newfoundland and to recommend the 
form and scale of additional financial assistance, if any, that may be 
required by the Government of the Province of Newfoundland to enable 
it to continue public services at the levels and standards reached subsequent 
to the date of Union, without resorting to taxation more burdensome, 
having regard to capacity to pay, than that obtaining generally in the region 
comprising the Maritime Provinces of Nova Scotia, New Brunswick and 
Prince Edward Island. 


NOW KNOW YE that by and with the advice of Our Privy Council 
for Canada, We do by these Presents nominate, constitute and appoint the 
Honourable John Babbitt McNair, Chief Justice of New Brunswick, the 
Honourable Sir Albert Joseph Walsh, Chief Justice of the Supreme Court 
of Newfoundland, and John James Deutsch, Esquire, of the City of 
Vancouver, in the Province of British Columbia, to be Our Commissioners 
to conduct such inquiry. 
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TO HAVE, hold, exercise and enjoy the said office, place and trust 
unto the said John Babbitt McNair, Albert Joseph Walsh and John James 
Deutsch, together with the rights, powers, privileges and emoluments unto 
the said office, place and trust of right and by law appertaining, during 
Our pleasure. 


AND WE DO hereby authorize Our said Commissioners to have, 
exercise and enjoy all the powers conferred upon them by the Inquiries Act, 
and the powers and authorities mentioned and described in the eleventh 
section of the said Act. 


AND WE DO hereby authorize Our said Commissioners to adopt such 
procedure and methods as they may from time to time deem expedient for 
the proper conduct of the inquiry and to sit at such times and at such places 
in Canada as they may decide from time to time. 


AND WE DO hereby require all Departments of the Government of 
Canada to furnish such assistance and co-operation as may be required 
by the Commission. 


AND WE DO hereby require and direct Our said Commissioners to 
report their findings to Our Governor in Council. 


AND WE FURTHER appoint the said John Babbitt McNair to be 
Chairman of Our said Commissioners. 


IN TESTIMONY WHEREOF We have caused these Our Letters to 
be made Patent and the Great Seal of Canada to be hereunto affixed. 


WITNESS: Our Right Trusty and Well-beloved Coun- 
sellor, Vincent Massey, Member of Our Order 
of the Companions of Honour, Governor 
General and Commander-in-Chief of Canada. 


AT OUR GOVERNMENT HOUSE, in Our City of 
Ottawa, this Twenty-first day of February in the 
year of Our Lord One thousand nine hundred and 
fifty-seven and in the Sixth year of Our Reign. 


BY COMMAND, 


(Sgd.) ‘C. Stein” 
UNDER SECRETARY OF STATE 
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To His EXcELLENCY 
Tue GovERNOR GENERAL IN CouNCIL 


May it please Your Excellency, 


The Letters Patent bearing date the 21st day of February 
1957, issued under the Great Seal of Canada, appointed us Com- 
missioners “to review the financial position of the Province of 
Newfoundland and to recommend the form and scale of additional 
financial assistance, if any, that may be required by the Govern- 
ment of the Province of Newfoundland to enable it to continue 
public services at the levels and standards reached subsequent 
to the date of Union without resorting to taxation more burden- 
some, having regard to capacity to pay, than that obtaining 
generally in the region comprising the Maritime Provinces of 
Nova Scotia, New Brunswick and Prince Edward Island.” 


We now beg leave to submit to Your Excellency the follow- 
ing Report. 
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Introduction 


The inquiry authorized by Order in Council P.C. 1957-257 of February 
21st, 1957, and which we the Commissioners were directed to conduct, 
resulted from certain provisions of the Agreement of December 11th, 1948 
known as “The Terms of Union of Newfoundland with Canada” which, on 
receiving statutory confirmation by the Imperial Parliament validating the 
constitutional changes involved, resulted on April Ist, 1949 in the incor- 
poration of Newfoundland, as a tenth province, into the federal union known 
as Canada. 

The provisions of the Agreement of primary concern to us, and which 
have determined the scope of our reference, are contained in Term 29 which 
is part of the financial arrangements under which Newfoundland became a 
province of Canada. Among other things, it provided for the appointment 
by the Government of Canada, within eight years after the date of Union, 
of a Royal Commission to review the financial position of the Province and 
to recommend the form and scale of any additional financial assistance the 
Government of the Province might require to enable it to continue public 
services at the levels and standards reached subsequent to the date of 
Union without resorting to taxation more burdensome, having regard to the 
capacity to pay, than that obtaining generally in the Provinces of Nova 
Scotia, New Brunswick and Prince Edward Island. 

We met, in private session, in the City of Ottawa on April 23rd and 24th, 
1957 to consider the scope of the reference and the methods and procedures 
that might advantageously be followed in the prosecution of our studies. 
As the questions submitted for determination involved the Governments of 
Canada and Newfoundland, it was decided they should be invited to make 
formal submissions, to which proposal they readily agreed. It was known 
that, in anticipation of this inquiry, the Government of Newfoundland had, 
some time previously, appointed a Royal Commission to prepare a case for 
the Province to be submitted to us and that the report of the Newfound- 
land Commission would shortly be completed. Recognizing that such 
report would be the result of extensive expert studies and would doubtless 
contain much basic factual information which might prove acceptable to all 
concerned, we further decided that the inquiry might be facilitated by 
having the Government of Newfoundland first make its submission, a course 
to which both Governments readily acceded. 

After some delays consequent upon the intervention of a federal general 
election the Commission on July 22nd opened public hearings at the City 
of St. John’s at which the submissions of the Province were received. On 
August 2nd the hearings were adjourned to the City of Ottawa where on 
October 7th and 8th the Government of Canada was heard and the public 
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hearings concluded. Subsequently, in continuance of our studies, we met 
in private session at Ottawa in the months of January, March and 
May, 1958. 

It is with a sense of deep appreciation that we acknowledge the 
cooperation received from the Governments of Canada and Newfoundland 
and the assistance given throughout by them and their representatives. 
The many acts of courtesy on the part of counsel, advisers and all others 
engaged in the inquiry have made our work both pleasant and memorable. 

We are grateful to the officials of the federal departments of govern- 
ment, the Dominion Bureau of Statistics and the Queen’s Printer, all of 
whom were painstaking in their efforts to be of assistance; to the various 
departments of the Provincial Government and their officials who spared 
no efforts to make available any information required by the Commission; 
and to members of the Newfoundland Royal Commission who joined in the 
presentation made on behalf of the Province; and to the Newfoundland 
Board of Trade which made a separate submission to us. We are particu- 
larly indebted to Mr. James C. Thompson, financial adviser to the Govern- 
ment of Newfoundland, for his full and painstaking analysis of the finances 
of the Province which we found of inestimable value in our studies. 

We would also express to the Premiers and other members of the 
Governments of Nova Scotia, New Brunswick and Prince Edward Island 
appreciation for the many courtesies extended and assistance rendered by 
them and the officials of their various departments whereby much valuable 
information essential to the comparative studies our work entailed was 
made available. 

We wish to acknowledge the efficiency of the work of the reporting 
staff and to commend our secretariat, all members of which were diligent 
and painstaking in the performance of the tasks assigned to them. Special 
mention is due Mr. Abell, the Commission Secretary, who in addition to 
his other administrative responsibilities, played in our investigations a 
major role in research, statistical studies and the marshalling and analysis 
of data. He carried out his important duties with marked zeal and ability 
and assisted the Commission greatly in its task. 


CHAPTER I 


The Economic Background 


The new provincial government of Newfoundland which was estab- 
lished on April 1, 1949, was confronted from the outset by formidable 
and long-standing economic problems. Union with Canada had taken 
place against a background of rapid and far-reaching changes in the 
economic circumstances of the people of Newfoundland. The impact of 
the Great Depression of the nineteen-thirties had been particularly severe. 
It had struck a crippling blow to the public finances of the old self- 
governing Dominion. The developments of World War II brought economic . 
recovery and rising prosperity which carried on into the immediate post- 
war years. The public finances were restored sufficiently to make possible 
a continued effort to improve public services and to build up as well a 
substantial budgetary surplus. However, by 1949 the war-engendered 
prosperity had begun to wane. Fundamental economic weaknesses and 
uncertainties were becoming apparent once more. 

The transition to a Canadian province was accompanied by rising 
unemployment and falling incomes. The forces of history and the circum- 
stances of the time had culminated in a union which embraced the most 
striking disparities in the story of Canadian nationhood. In 1949 the 
average personal income of the people of Newfoundland was less than 
one-half that of Canada and was one-third smaller than that of the 
Maritime Provinces. On the basis of real incomes these differences were 
even greater. The economy of Newfoundland was more highly dependent 
upon external markets than any Canadian region. It was one of the most 
economically exposed and least self-sufficient areas in the world. The 
economy was based almost wholly on three primary industries: fishing, 
forestry and mining whose entire commercial output had to be sold abroad. 
Less than one-third of one percent of the area of the Island was occupied 
by farms and only about one-tenth of the requirements of agricultural 
produce was locally produced. Secondary manufacturing industries pro- 
vided jobs for no more than three or four percent of the gainfully employed. 

The principal economic and social features of the Island had been 
determined very largely by the historical circumstances which had affected 
the development of a single industry—the fisheries. This industry which 
for hundreds of years had been almost the sole basis of economic activity 
had brought into the twentieth century a singular heritage of problems 
and difficulties. The majority of the population was scattered among 
small isolated settlements along 6,000 miles of coastline. Only rarely did 
the industry afford an ample means of livelihood. The main product, 
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salt cod, had to be exported to low-income markets. The main group of 
fishermen were engaged in a type of fishery for which the season was 
always short and not infrequently uncertain. Consequently the history of 
the industry had been, with few exceptions, a long history of low produc- 
tivity, under-employment and poverty. At the date of Union the salt cod 
fishery had been in decline for more than a quarter of a century. The 
‘industry had not been able to keep abreast of modern technology and 
had fallen behind its chief foreign competitors. These disabilities were 
greatly aggravated by post-war exchange problems which were particularly 
severe in the Southern European area, where Newfoundland had long 
found its principal outlet. However, by 1949 the fishery, where one out 
of every four of the working force sought to obtain a livelihood, remained 
the largest single industry from the standpoint of gainful employment. 

For some decades the chief preoccupation of government policy in 
Newfoundland had been to develop alternatives to the inadequate and 
declining opportunities in the fishery. To this end governments had com- 
mitted their credit and much of their revenues. Considerable progress was 
achieved in the exploitation of forest and mineral resources during the 
nineteen-twenties and forties, but these developments had never been 
sufficient to relieve entirely the chronic under-employment and low produc- 
tivity of the Island’s principal industry. The need to find a solution to 
-this basic problem remained the foremost and most urgent task of govern- 
ment when Newfoundland became a province of Canada. 

The financial terms of Union had provided considerable scope for a 
new start. The new provincial government came into existence virtually 
free of debt and with $40 million in its treasury. These substantial 
resources were available for the improvement of public services and the 
promotion of economic development. However, these tasks had to be 
assumed under a number of serious handicaps. Unlike -the rest of Canada, 
Newfoundland had not received the benefits of over eighty years of 
ageressive federal policies designed to assist economic development and 
to foster economic expansion. Newfoundland had been outside the great 
national structure of transportation facilities, highly-developed govern- 
ment services, and extensive regional and industrial supports. New- 
foundland was without a modern system of transportation. In the greater 
part of the populated area there were no roads whatever and in the 
remainder only a few miles were up to modern standards. The natural 
resources were largely unsurveyed and unexplored. Very few intensive 
investigations had been carried out. Little or no research had been 
applied to problems of utilization and marketing, even in the fisheries. 
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“Newfoundland has had a long history of poverty; and this poverty 
meant the neglect of the public services.”* The deficiency in the public 
services was strongly evident in the lack of social capital and in the limited 
development of the social services. Aside from St. John’s and a few other 
centres the Province was without municipal organizations or municipal 
facilities. In this respect Newfoundland was at about the same stage as 
the Maritime Provinces were in 1867. The proportion of homes equipped 
with water and sewer services was only about one-third of the Canadian 
ratio. The death and disease rates were considerably higher than those 
in any other Canadian province, which indicated, among other things, a 
serious deficiency in health services. The physical facilities for edueation 
were generally inadequate. | 

In these circumstances the task of promoting economic development 
was costly, difficult and slow. The modernization of the fisheries required 
the concentration of many of the scattered settlements into larger and 
fewer centres. The implementation of such a programme depended upon 
a) the provision of transportation facilities, b) the availability of capital 
for the improvement of fishing methods, for processing plants, for housing, 
and for community facilities, and c) the availability of entrepreneurial. and 
administrative skills. These prerequisites were inadequate or entirely 
lacking. The diversification of economic activity and the expansion of 
private enterprise in the development of natural resources were hampered 
by a paucity of information and by the high overhead costs which had to 
be assumed because of the absence of basic facilities and government 
services. 

The need to improve social services and health and educational facilities 
laid a heavy claim upon the provincial revenues. This claim was always in 
conflict with the need to achieve economic betterment. Under these condi- 
tions the Provincial Government sought out and resorted to short cuts. A 
considerable attempt was made to achieve a quick increase in employment 
opportunities through the establishment of secondary manufacturing indus- 
tries with the aid of provincial loans and credits. Financial assistance was 
also given for the construction of a number of plants to process local 
natural resources. Substantial credits were made available to achieve a 
rapid increase in fish-processing facilities. To a considerable extent these 
direct financial commitments were undertaken at the expense of greater 
progress in the provision of basic facilities and services. Apparently, in 
the face of immediate employment problems, it was thought that there was 
no time to wait for longer-run but more lasting results. In the event, these 
measures have met with a mixed and sometimes transitory success. 


* Submission of the Government of the Province of Newfoundland to the Royal Com- 
mission on Canada’s Economic Prospects, 1955, p.119. 
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In the field of natural resource development an attempt was made 
to find a method which would be effective quickly in overcoming the handi- 
caps on private initiative resulting from high overheads and lack of informa- 
tion. This attempt, which had many precedents in the past, took the form 
of special large-scale concessionary arrangements with private groups. 
These arrangements were undertaken in the hope that they would yield new 
and important employment opportunities and obviate the immediate 
necessity for heavy government expenditures. Here the search for early 
results entailed on the one hand undertakings for the speedy exploration 
and investigation of natural resources and on the other concessions which 
discounted the future possibilities of provincial revenue. Exploratory 
activity was stimulated and some preliminary work done, but substantial 
achievements are still awaited. 

The problems inherited from the past and the practical limitations on 
provincial government policy placed many serious obstacles in the way of a 
rapid rate of economic progress. Nevertheless, during the period 1949-56 the 
economy of Newfoundland accomplished some significant adjustments and 
provided a rising standard of life. In particular, the initial adjustments 
which were necessary to fit the island economy into the continental frame- 
work of the Canadian Confederation were made more easily than might 
have been expected. Over the seven years the rate of increase in the 
population was one of the largest in Newfoundland’s history. It was on a 
par with the rapid rate of increase for Canada as a whole and was twice as 
great as that of the Maritime Provinces. For the first time in many decades 
Newfoundland was able to retain the full equivalent of the natural increase 
in its population, while the Maritimes continued to lose a considerable por- 
tion of theirs. The rise in the Newfoundland population was accompanied by 
rising production and an increase in average per capita income which kept 
pace with the high rate of growth in the Canadian average. 

During the 1949-56 period in the neighbourhood of 10,000 persons left 
the fishery to find more productive employment elsewhere. With federal 
and provincial government encouragement some noticeable improvements 
were made in fishing equipment and techniques. Substantial progress was 
achieved in the development of a higher-value fishery product for higher- 
income markets. The output of frozen groundfish was more than doubled 
and at the end of the period Newfoundland supplied about one-half of all 
the United States imports of this commodity. The dependence of the 
industry upon salt cod and its uncertain markets was materially reduced. 

The forest and mineral industries made significant advances and pro- 
vided a rising level of earnings for a larger number of workers. The value of 
forest output rose by more than one-half. A considerable amount of capital 
was invested in the existing mines to improve efficiency and output. Large 
iron deposits in the Labrador were brought into production and. develop- 
ment work was carried forward on several deposits of other minerals. 
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The introduction of the federal social services following Union did 
much to remove the edge of poverty and to supplement and stabilize incomes 
in the lower-income groups. The provincially financed health and other 
social services were extended and made more. widely available to the scat- 
tered population. Health and nutritional standards were considerably 
improved. In 1956 the so-called “transfer” payments to individuals from 
the federal and provincial governments constituted 16 per cent of total 
personal disposable incomes in Newfoundland compared with 9 per cent 
for Canada as a whole. 

The improvement and support of the lower incomes together with 
the general rise in earnings had a stimulating effect upon the merchandising 
and service trades. The index of employment in trade rose by 14 per cent 
between 1951 and 1956. 

Among these developments there were some significant and permanent 
advances in the basic structure of the Newfoundland economy. However, 
it is necessary to direct attention to the important role of special and 
transitory factors. By far the most dynamic influence on the economy ' 
came from the rapid rise in construction activity. The index of employ- 
ment in construction rose from 100 in 1949 to 802 in 1953 and 534 in 1956. 
These striking \increases resulted mainly from the opportunities afforded 
by the development of large military bases, aviation facilities, and to a 
lesser extent mineral and forest resources. The construction industry 
provided the principal outlet for the rapidly growing working force and 
for the many thousands who left the fishery. 

The military bases made a vital contribution to the security of 
North America and the free world, but by their very nature, they have 
contributed relatively little to the productivity of the economy. The 
local employment and expenditures resulting from the operation and 
maintenance of the military installations have been considerable and 
important, but these have been subject to the inevitable uncertainties of 
changing military necessities and plans. 

The heavy dependence in recent years upon the construction industry 
has introduced a further source of instability. In the best of times, it 
is a highly seasonal industry. Consequently seasonal unemployment and 
under-employment have continued to be major problems and important 
factors in the low level of annual incomes. Furthermore the rate of 
construction activity is subject to wide fluctuations in accordance with 
business conditions and market developments as they affect an export 
economy. Throughout the period 1949-56 the magnitudes of the construc- 
tion programmes in Newfoundland, whether for military purposes or 
resource development, have from year to year dominated the economic 
scene to a greater extent than in other regions of Canada. 
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The construction programmes have included significant outlays by 
the Provincial Government on industrial projects for economic develop- 
ment, on roads, on municipal works, and on education and health facilities. 
However, the expenditures on these items of social capital have served 
largely to keep up with the pace of a rapidly growing population. There 
have been few really major improvements in the levels and standards of 
services. The deficiencies of the past have not been substantially over- 
come. The facilities required for most services remain below the standards 
in any other province. The per capita outlay in Newfoundland on educa- 
tion in 1955 was about 20 per cent below that of Nova Scotia. The road 
system continues to be woefully inadequate and is almost completely out 
of phase with modern developments and possibilities in motor transport. 
Newfoundland with its more scattered and much smaller density of 
population has, compared with the Maritime Provinces, only about one- 
half the mileage of motorable roads per capita. The quality of the roads is 
also much inferior. The Newfoundland portion of the Trans-Canada High- 
way is not more than a quarter completed in terms of total estimated cost. 
There is no trans-provincial road whatever. The majority of the numerous 
small settlements in the Province are still without any road connections. 

The lack of an adequate road system is, in the present day, one of 
the outstanding handicaps to economic development and social improvement. 
From the economic standpoint this basic deficiency is a serious obstacle 
to a better. concentration of population; it hinders the development of 
natural resources, raises the costs of distribution, restricts the diversification 
of industry and limits the growth of local enterprise. From the social 
standpoint the lack of roads adds substantially to the cost and difficulty 
of providing a necessary and desirable standard of public services. In 
short, Newfoundland is confronted with the urgent tasks of modernization, 
but is without the modern means of mobility and communication. 

The notable increases in Newfoundland production and incomes in 
recent years have not measurably reduced the disparities with the rest 
of the country which had previously existed. In the generally prosperous 
year of 1956 the average per capita personal income after adjustment 
for differences in the cost of living was still somewhat less than half the 
Canadian average and about one-third less than that of the Maritime 
Provinces. This comparison of averages, however, obscures a number of 
significant variations within Newfoundland itself. While the rate of earn- 
ings in the Newfoundland forest and mineral industries are comparable to 
those in similar industries in other parts of Canada, the net income of 
most fishermen has remained at no more than a few hundred dollars per 
year. The average per capita incomes in Newfoundland are further affected 
by the more limited opportunities for female workers and by the fact that 
the proportion of the population of working age is significantly smaller 
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than elsewhere in Canada. In 1956, 41 per cent of the population of 
Newfoundland was under 15 years of age as compared with 32 per cent 
for Canada as a whole. The average number of persons per family in 
Newfoundland in 1956 was 4.6 compared with 3.9 in Nova Scotia and 3.8 
for Canada. The larger proportion of children in Newfoundland has a 
pronounced effect on the relative per capita incomes, on the costs of 
education and social services, and on the taxable capacity of the population. 

The provinces and regions which comprise the Canadian federation 
exhibit a wide range in their economic development, and in their levels of 
wealth and income. By virtually every criterion Newfoundland remains 
well down at the bottom of this range. This position, however, does not 
measure the contribution of the people of Newfoundland and its resources 
to the Canadian entity. The national significance of the extension of the 
geographical boundaries to the ultimate limits on the eastern ocean and 
the importance of this historical development for Canadian defence and 
aviation do not require elaboration. Union in 1949 brought another 
important exporting region inside the Canadian economic structure. The 
products of Newfoundland were and continue to be exported abroad to a 
greater extent than in any other province. Under the influence of the 
Canadian commercial, transportation, and fiscal policies this export income 
has flowed, along with that from other export areas, into the great stream 
of purchasing power which has been the basis of much of the growth and 
prosperity of the industrial and commercial centres of the nation. This 
new source of opportunities has helped to strengthen the central core of the 
national economy. The addition of Labrador to Canadian territory has 
added also another frontier rich in minerals and water power. Labrador 
is already making its contribution to the vital role which undeveloped 
frontiers have played in the history of national economic expansion. 

Newfoundland with its heavy dependence on specialized export indus- 
tries and its large areas of undeveloped frontier is strongly affected by 
outside influences over which it has little or no control. The Newfoundland 
economy was, and continues to be, highly vulnerable. In the past this 
circumstance has often brought privation to many and sometimes financial 
ruin. Since 1949 the social and economic dangers inherent in this vulnera- 
bility have been notably lessened by federal social services and other federal 
programmes. Indeed, this has been the outstanding and most far-reaching 
result of Union. However, the capacity of the Provincial Government to 
cope with the effects of adversity and to deal with the more basic and 
longer-run problems of economic development is seriously handicapped by 
the pronounced lack of social capital, by the high costs associated with a 
scattered population, and by the deficiencies and difficulties inherited from 
the past. The undoubted resources in people and natural wealth stand in 
contrast with the local means available to promote a desirable rate of 
economic and social betterment. 


CHAPTER II 


Review of the Financial Position of the Province 


The financial arrangements under which the Province of Newfound- 


land came into being on April 1, 1949, are set forth in the financial pro- 
visions of the Terms of Union. These provisions are as follows: 
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Financial Terms 
Debt 


23. Canada will assume and provide for the servicing and retirement of the 
stock issued or to be issued on the security of Newfoundland pursuant to the Loan 
Act, 1933, of Newfoundland and will take over the Sinking Fund established under 
that Act. 

Financial Surplus 


24. (1) In this Term the expression “financial surplus” means the balances 
standing to the credit of the Newfoundland Exchequer at the date of Union (less 
such sums as may be required to discharge accounts payable at the date of Union 
in respect of appropriations for the public services) and any public moneys or 
public revenue (including loans and advances referred to in Term twenty-five) in 
respect of any matter, thing, or period prior to the date of Union recovered by 
the Government of the Province of Newfoundland subsequent to the date of 
Union. 


(2) Newfoundland will retain its financial surplus subject to the following 

conditions: 

(a) one-third of the surplus shall be set aside during the first eight years from 
the date of Union, on deposit with the Government of Canada, to be 
withdrawn by the Government of the Province of Newfoundland only for 
expenditures on current account to facilitate the maintenance and improve- 
ment of Newfoundland public services, and any portion of this one-third 
of the surplus remaining unspent at the end of the eight-year period shall 
become available to the Province of Newfoundland without the foregoing 
restriction ; 


(b) the remaining two-thirds of the surplus shall be available to the Govern- 
ment of the Province of Newfoundland for the development of resources 
and for the establishment or extension of public. services within the 
Province of Newfoundland; and 


(c) no part of the surplus shall be used to subsidize the production or sale of 
products of the Province of Newfoundland in unfair competition with 
similar products of other provinces of Canada, but nothing in this para- 
graph shall preclude the Province of Newfoundland from assisting industry 
by developmental loans on reasonable conditions or by ordinary provincial 
administrative services. 


(3) the Government of the Province of Newfoundland will have the right 
within one year from the date of Union to deposit with the Government of Canada 
all or any part of its financial surplus held in dollars and on the thirty-first day 
of March and the thirtieth day of September in each year to receive with respect 
thereto interest at the rate of two and five-eighths per centum per annum during 
a maximum period of ten years from the date of Union on the minimum balance 
outstanding at any time during the six-month period preceding payment of 
interest. 
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Loans 


25. (1) The Province of Newfoundland will retain its interest in, and any 
securities arising from or attaching to, any loans or advances of public funds made 
by the Government of Newfoundland prior to the date of Union. 


(2) Unless otherwise agreed by the Government of Canada, paragraph one 
of this Term shall not apply to any loans or advances relating to any works, 
property, or services taken over by Canada pursuant to Term thirty-one or 
Term thirty-three. 5 
»* Soidies 

26. Canada will pay to the Province of Newfoundland the following sub- 
sidies: 

(a) an annual subsidy of $180,000 and an annual subsidy equal to 80 cents 
per head of the population of the Province of Newfoundland (being 
taken at 325,000, until the first decennial census after the date of Union), 
subject to be increased to conform to the scale of grants authorized by 
the British North America Act, 1907, for the local purposes of the 
Province and the support of its Government and Legislature, but in no 
year shall sums payable under this paragraph be less than those payable 
in the first year after the date of Union; and 

(b) an additional annual subsidy of $1,100,000 payable for the like purposes 
as the various fixed annual allowances and subsidies provided by statutes 
of the Parliament of Canada from time to time for the Provinces of 
Nova Scotia, New Brunswick, and Prince Edward Island or any of them 
and in recognition of the special problems of the Province of Newfound- 
land by reason of geography and its sparse and scattered population. 


Tax Agreement 


27. (1) The Government of Canada will forthwith after the date of Union make 
an offer to the Government of the Province of Newfoundland to enter into a tax 
agreement for the rental to the Government of Canada of the income, corporation 
income, and corporation tax fields, and the succession duties tax field. 


(2) The offer to be made under this Term will be similar to the offers to enter 
into tax agreements made to other provinces, necessary changes being made to 
adapt the offer to circumstances arising out of the Union, except that the offer 
will provide that the agreement may be entered into either for a number of fiscal 
years expiring at the end of the fiscal year in 1952, as in the case of other provinces, 
or for a number of fiscal years expiring at the end of the fiscal year in 1957, at 
the option of the Government of the Province of Newfoundland, but if the 
Government of the Province of Newfoundland accepts the latter option the agree- 
ment will provide that the subsequent entry into a tax agreement by the Govern- 
ment of Canada with any other province will not entitle the Government of the 
Province of Newfoundland to any alteration in the terms of its agreement. 


(3) The offer of the Government of Canada to be made under this Term may 
be accepted by the Government of the Province of Newfoundland within nine 
months after the date of the offer but if it is not so accepted will thereupon expire. 


(4) The Government of the Province of Newfoundland shall not by any 
agreement entered into pursuant to this Term be required to impose on any person 
or corporation taxation repugnant to the provisions of any contract entered into 
with such person or corporation before the date of the agreement and subsisting 
at the date of the agreement. 


(5) If the Province of Newfoundland enters into a tax agreement pursuant 
to this Term the subsidies payable under Term twenty-six will, as in the case of 
similar subsidies to other provinces, be included in the computation of tax agree- 
ment payments. 
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Transitional Grants 


28. (1) In order to facilitate the adjustment of Newfoundland to the status 
of a Province of Canada and the development by the Province of Newfoundland 
of revenue-producing services, Canada will pay to the Province of Newfoundland 
each year during the first twelve years after the date of Union a transitional 
grant as follows, payment in each year to be made in equal quarterly instalments 
commencing on the first day of April, namely, 


FATSt Sear <Uc cae ene tee Gere Galante oF 5 nny aire $6,500,000 
SECON VEAL Mies aie Gc wes ae Senet y OF Oaks alertness 6,500,000 
"DHirtl:, YEAR. aul Pianos VSN reaeins SRA, BiRae Se aiken eye tee 6,500,000 
BSGUTEN ORR civs). Ohare: « GS ote wt the ele Wings ok Ay! «as . 5,650,000 
FTG VEG E bales hs eee cate OE ARSE se tecglalyGiiedm poral lyie 4,800,000 
Sixth WORT ie ooo) ie ai emia ee sy aa Li aules 3,950,000 
OE EE VRP oO se i as seals gee v Miia praucuanatiane Pancliata diem 3,100,000 
PS UEYCGP po coarse Oe @ aes AAC ee Ne ea hee 2,250,000 
Bit Veer Ludsuiet: auc Soles aitctieieen cote note pummeled wate relax 1,400,000 
LOR GE VOT ay Ris on 8 ia eee ee ae « eee anes Gaia ake Scie 1,050,000 
Babe yen Ch Viet lasese ase boat athens, eat coe aw ee cae ae tcl aaa 700,000 
mreLEt RRR Rs ia ct erin eu ai hee a ac UO 350,000 


(2) The Government of the Province of Newfoundland will have the right 
to leave on deposit with the Government of Canada any portion of the transi- 
tional grant for the first eight years with the right to withdraw all or any portion 
thereof in any subsequent year and on the thirty-first day of March and the 
thirtieth day of September in each year to receive in respect of any amounts so 
left on deposit interest at the rate of two and five-eighths per centum per annum 
up to a maximum period of ten years from the date of Union on the minimum 
balance outstanding at any time during the six-month period preceding payment 
of interest. 

Review of Financial Position 


29. In view of the difficulty of predicting with sufficient accuracy the financial 
consequences to Newfoundland of becoming a province of Canada, the Govern- 
ment of Canada will appoint a Royal Commission within eight years from the date 
of Union to review the financial position of the Province of Newfoundland and 
to recommend the form and scale of additional financial assistance, if any, that 
may be required by the Government of the Province of Newfoundland to enable 
it to continue public services at the levels and standards reached subsequent to 
the date of Union, without resorting to taxation more burdensome, having regard 
to capacity to pay, than that obtaining generally in the region comprising the 
Maritime Provinces of Nova Scotia, New Brunswick, and Prince Edward Island. 


The Government of the Province of Newfoundland had available at 
the outset of its operations a cash surplus of $40.3 million which could be 
used for the establishment, extension or maintenance of public services and 
for the development of resources in accordance with conditions set out 
in Term 24 of the Terms of Union. In addition, the Province retained its 
interest in pre-Union loans and other financial assets having a book value 
of $11.0 million on March 31, 1949, on which $4.5 million was subsequently 
realized. The net amount of Newfoundland debt assumed by Canada 
under Term 23 was $47.6 million. The remainder of the net direct and 
indirect debt outstanding on March 31, 1949, amounting to $10.3 million 
was carried forward as an obligation of the Provincial Government. This 
amount included $4.2 million of net direct funded debt and $6.1 million of 
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indirect debt arising out of a guarantee of securities of Bowaters (New- 
foundland) Pulp and Paper Mills Limited, all of the latter debt being 
since redeemed by the Company as it matured. 

Prior to Union the Government of Newfoundland derived almost 
60 per cent of its revenues from customs duties and excises. Upon the 
establishment of the Province these revenue sources passed to the Federal 
Government and the Province began with an undeveloped and very limited 
revenue system. The gap was filled mainly by federal payments under 
the tax rental agreement, the statutory subsidies, and the special transi- 
tional grant in accordance with the Financial Terms of Union. However, 
a substantial deficit was encountered in the first year which was covered 
from the accumulated surplus. During the first fiscal year of operations 
total federal payments constituted more than 75 per cent of total provincial 
revenue. This contrasted with a percentage of federal payments of slightly 
less than 40 per cent in the case of the Maritime Provinces. 

Furthermore, because of the very limited development of municipal 
institutions, the provincial revenues in Newfoundland were required to 
cover the cost of services which in other provinces are generally paid for 
out of municipal taxes. During the first fiscal year following Union the 
combined provincial-municipal net revenue from provincial sources in 
Newfoundland amounted to $15 per capita compared with $57 per capita 
in the Maritime Provinces. If federal payments are included the total 
revenues which were available in Newfoundland for provincial and munic- 
ipal purposes were $54 per capita, compared with $79 per capita in the 
Maritime Provinces. 

The preceding paragraphs describe the highlights of the financial 
position of the Provincial Government of Newfoundland at the outset of 
Union. The subsequent developments during the period 1949-57 are set 
out in detail in Appendices I, II, and V. The main trends in the provin- 
cial-municipal revenues and expenditures are indicated in the table below: 


Provincial and Municipal Net Revenues and Expenditures for fiscal years 
ended nearest Dec. 3i1st. 


Net Ordinary 


Provincial Municipal Prov.-Mun. combined Capital Expenditure 
Rev. Exp.! Rev. Exp.! Rev. Exp.! Prov.? Mun. 
(millions of dollars) (dollars per capita) (millions of dollars) 
1949 17.4 21.0 Vel 1.0 54 63 4.9 1.3 
1950 21.0 20.7 1 1.3 63 62 6.7 6 
1951 25.2 23.9 1.9 132 74 69 5.9 8 
1952 31.7 24.7 2.2 1.5 90 70 4.1 1.3 
1953 31.6 27.2 2.5 1.8 88 75 4.7 1.2 
1954 32.9 31.0 2.8 1.9 90 83 8.5 1.9 
1955 33.5 33.4 3.0 Pa | 89 87 9.0 1.8 
1956 36.8 35.5 3.7 20 97 91 8.8 3.0 
Ay a aR PPL GS OR OE Ni RS ea en SOR ES TO 


1 Excludes debt retirement and capital grants for schools and hospitals. 
2 Includes capital grants for schools and hospitals. 
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A noteworthy feature of the public finances of Newfoundland during 
1949-56 is the relatively small share of municipal expenditure throughout 
the period. Almost the whole of the rise in outlays was borne directly by 
the Provincial Government. Total ordinary provincial expenditures 
increased by nearly 70 per cent between 1949 and 1956, and by about 
40 per cent on a per capita basis. There were considerable differences in 
the rates of increase of ordinary expenditures on the various provincial 
services; the increase per capita on health services was about one-half, 
on education, transportation, and natural resources about three-quarters, 
on general administration slightly more than one-third. The provincial 
per capita cost of welfare services declined. However, if account is taken 
of the rise in costs during this period due to raises in wages, salaries and 
prices, the increases in per capita real outlays on provincial services were 
much smaller. Indeed, after making due allowance for rising costs the 
total provincial per capita outlay on ordinary account showed no significant 
mecrease between 1949-1956. 


Per Capita Provincial Net Ordinary Expenditures on Certain Services! in 
Constant (1956) Dollars 


1949 1950 1951 1952 1953 1954 1955 1956 


Health and hospital care.... 17.20 16.54 19.03 18.64 18.73 18.04 18.79 18.77 
educations... 0h chk 18.60 18.12 18.23 18.62 18.69 19.90 20.24 19.69 


Transportation and com- 
MUMNICATIONS..........00.cccsceeeeee 8.17 7.85 8.98 8.00 8.58 9.38 9.86 10.67 


Other expenditure (exclud- 
ing welfare payments to 
individuals and debt 
eharces) fe ek 20.36 20.16 19.88 19.69 21.04 19.75 21.24 22.16 


1 Excluding federal grants-in-aid. For total outlays on these services see Table 10, Appendix I 


The provincial government expenditures and grants for capital facili- 
ties such as roads, hospitals, schools, public buildings, etc., during the 
1949-56 period, ranged between $4 million and $9 million per year, and 
amounted to an average of $6.6 million annually. After taking care of 
the expanded facilities required for a population which increased by nearly 
one-fourth during this period, not a great deal was available out of amounts 
of this limited size to overcome past deficiencies and to improve standards. 
Except for one year, ordinary revenues were insufficient to cover the 
expenditures and grants for capital facilities. 

The most significant development in the provincial revenues over the 
1949-56 period was the increase in the proportion obtained from provincial 
sources from slightly less than one-fourth to somewhat more than one-half 
of the total ordinary revenues available to the province. 
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Net Ordinary Revenue 
For Fiscal Years Ended Nearest December 31 


1949 1950 1951 1952 1953 1954 1955 1956 


(millions of dollars) 


General sales tak... e cecceeeee cece — ey § £02 4.5 5.7 6.3 6.7 7.3 
Motor fuel taxes and motor vehicle 
BeonGes Flee et 4 1.8 re | 2.6 eae 3.7 4.6 5.4 
EAGROE COMUEOL Bese Se eoeess 1.8 2.2 2.5 2.8 3.1 3.1 3.2 3.8 
Watural resourtes.000...2).6.cb sce 6 4 sf 8 5 E3! 4 8 
Other provincial sources... 3 6 8 9 8 1 £2 ee 
Total provincial sources.............. 4.1 5.7 9.3 11.6 13,2 14.6 16.1 19.0 
Payments from Federal Govern- 
LOOPS) 1 yg Ue ae, Cen ae Are ee ee Lpes 15.9 20.1 18.4 18.3 17.4 17.8 
Total net ordinary provincial rev- 
STATI ee re hi so cee ey sons cavcccccewobecvend 17.4 21.0 PATI oot 31.6 32.9 SOn0 36.8 
Municipal net revenue.............00cce 17 2 1.6 2.0 233 2.5 2.8 3.3 
Provincial-municipal combined........ 18.5 22-2 26.8 S327 33.9 35.4 36.3 40.1 


The expansion of the provincial revenues was accomplished very largely 
by the adoption, early in the period, of a general retail sales tax and by 
higher rates of taxation on motor vehicles. Aside from these and the 
steadily rising yield from liquor control, no other source brought in any 
substantial returns. An outstanding feature of the provincial revenue 
system is the narrow scope of the revenue sources. Corporation taxes, 
personal income taxes and succession duties were rented to the federal 
government under Tax Rental Agreements. Revenue from natural 
resources was severely limited because of the tax concessions given in 
agreements which were entered into with companies to encourage develop- 
ment. The lack of roads restricted the possibilities of revenue from motor 
vehicles. Under these circumstances the 3 per cent general retail sales 
tax became the predominant source of expanding income for the Provincial 
Government. The heavy dependence upon this levy caused the tax to be 
imposed upon a wide range of transactions including virtually all purchases 
of the necessities of life. 

Furthermore, throughout the period, the provincial revenue had to 
cover the cost of both the provincial services and all but a small part 
of the cost of local services. During the fiscal year ended March 31, 1957, 
total municipal collections constituted only 8 per cent of the combined 
provincial-municipal revenues. During the same year municipal collections 
contributed 30 per cent to the combined provincial-municipal revenues in 
the Maritimes. 

The payments from the Federal Government under the Tax Rental 
Agreements, the statutory subsidies and the transitional grant arrangement 
continued to provide a large though declining share of total provincial 
revenues. The payments under the Tax Rental Agreements rose from 
$7.2 million in the fiscal year ending March 31, 1951 (the first fiscal year 
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in which the full annual payment was received) to $14.0 million in the 
fiscal year ending March 31, 1957, but over the same interval the transi- 
tional grant paid in accordance with the Financial Terms of Union fell 
from $6.5 million to $2.25 million. The total of the federal payments 
comprised 73 per cent of total provincial net revenue in the fiscal year 
ending March 31, 1951 and 48 per cent in the fiscal year ending March 31, 
1957. In the same years, the federal payments to the Government of New- 
foundland calculated on a per capita basis amounted to $44 and $43 
respectively, compared with $21 and $35 respectively in the case of the 
Maritime Provinces. 

Over the whole period beginning April 1, 1949, and ending March. 81, 
1957, total revenues on ordinary account fell short of the total requirements 
for ordinary expenditures (including sinking fund instalments) by $1.1 
million. Surpluses on ordinary account were realized in each of the four 
fiscal years ending in 1952, 1953, 1954 and 1955. Deficits on ordinary 
account occurred in the fiscal years ending in 1950, 1951, 1956 and 1957. 
In each of the last three fiscal years including the estimated out-turn for 
the fiscal year ending March 31, 1958, deficits on ordinary account were 
encountered on a rising scale, amounting to $2.0 million, $2.4 million and 
an estimated $4.5 million respectively. In other words, during the past 
three years the revenues of the Province on ordinary account have fallen 
more and more short of the requirements for ordinary expenditures. 

The total financial requirements of the Province, over and above the 
amount obtained from ordinary revenues, are shown in the table on opposite 
page for each of the years in the period beginning April 1, 1949, and ending 
March 31, 1958. These requirements for the whole of the nine-year period 
amounted to $101 million of which $6 million was for ordinary account 
deficits, $50 million for capital expenditures, and $45 million for loans and 
advances. The total of $101 million was financed to the extent of $45 
million from the pre-Union surplus and the realization of pre-Union assets, 
and to the extent of $56 million from borrowings. 

During the first three years of the period the financial seu ane 
were met entirely from the two-thirds portion of the pre-Union surplus, 
after which this portion was virtually used up. In the remaining six years 
of the period the requirements were met out of borrowings and from the 
remaining one-third portion of the pre-Union surplus which, according to 
the Financial Terms of Union, became available April 1, 1957. In the 
most recent fiscal year ending March 31, 1958, the estimated financial 
requirement was nearly $16 million, all of which would have had to be 
‘borrowed. 

The details concerning the sum expended on loans and advances 
amounting to $45 million over the nine-year period are shown in Appendix V, 
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Financial Requirements, Sources of Funds and Increases in Debt For Fiscal 
Years Ended Nearest December 31 


Subject 

to Esti- 

Audit mated 
1949 1950 1951 1952 1953 1954 1955 1956 1957 


(millions of dollars) 


Requirements— 
Deficit or surplus (—) on ordinary 
ENN, |, | RR RII aS A ERIN ARI 5.0 4 —.5 —6.0 -1.7 —.5 2.0 2.4 4.5 
Capital expenditure..............scc000. Be 62 VHLD 3.2 bY id a ae Se 7.1 5.1 
opt eg 2 A A I Cd A ee ete 9.1 6.6 4.7 —2.8 2.0 69 9.9 9.5 9.6 
Loans and A@dVAance. isiiic..csccscteccsees 3 2.6)" 916 7.6 A ay ers es es) 3.5 6.3 
Total requirements................ 9.4 9.2 14.3 4.8 6.4 14.2 13.4 13.0 15.9 
Sources of Funds— 
From financial surplus........0.0.....00 9.4 9.2 14.3 wl ul oo a tee i ie | — 
PETIA OE ECW WEE 200. occa ides nine adonahn nner — — — 4.7 6.3 14.0 138.3 1.9 15.9 
CLR eens sab annnk Govan rei oiseinnecs 9.4 9.2 14.3 4.8 6.4 14.2 13.4 13.0 15.9 
Increase in Debt— 
POPro wane ceed oe hehe ie: — — — 4.7 6.3 14.0 13.3 1.9 15.9 
Less sinking fund instalments and 
PER TEs 1: Sa ee Oo RO att OS 8 wl uy | 2 2 A 5 9 1.4 1.4 
Neb DOrro Wine’ .c2..iecceccceescesects ccsves —.l -—.1 —-.2 4.5 5.9 18.5 12.4 5 14.5 
Increase or decrease (—) in guar- 
te TC RM os SS MRR eS ai —1.1 8 1 1.5 2.4 3.8 —.1 4.1 —1.6 
Increase or decrease (—) in net direct 
and indirect debt... Lea are, ey GA reg te. 4G ae D 


Statement 9. Of this total, the net amount lent or advanced for fish plants 
and fishery development was $11 million, for industrial plants and indus- 
trial development $30 million, for land settlement and agriculture $3 million, 
for social welfare, education and municipal purposes, $14 million, and for 
housing developments nearly $2 million. 

In addition to loans and advances the Provincial Government pledged 
its credit in guarantees amounting to $16 million outstanding on March 31, 
1958. The net increase during the nine-year period was $10 million because 
$6 million was outstanding at the date of Union. The details of these 
guarantees are shown in Appendix V, Statement 3. Out of the total net 
increase of $10 million in guarantees, the amount guaranteed for fish plants 
and fishery development was nearly $3 million, for education, municipal 
and housing purposes $11 million, for industrial plants and industrial 
development $2 million, but $6 million outstanding at the date of Union 
was retired, leaving a net decrease in this category of about $4 million. 

To sum up, during the nine-year period ending March 31, 1958, the 
Provincial Government utilized financial resources, from the pre-Union 
surplus and the use of its credit through direct borrowings and guarantees, 
amounting altogether to $111 million. Roughly one-half of this amount 
was used for capital expenditures on public works and for deficits on 
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ordinary account, and the remainder was devoted to industrial develop- 
ment, fishery development and to guarantees for municipal and other local 


purposes. 
The effect of these operations on the debt of the Provincial Government 


is shown in the table below. 


Net Funded, Unfunded and Guaranteed Debt! as at March 31 


Subject 
to Esti- 
Audit mated 
1949 1950 1951 1952 1953 1954 1955 1956 1957 1958 


(millions of dollars) 


Fundeddebtssncn te ee 5.0 5.0 5,0 5.0 15.0 15.0 27.0 43.0 43.0 54.5 
Messisinkine fume nee eee 8 LO MO BA ES aw Oba oa, 4.6 5.4 
iNet tindeude bbs aueee eee £22 1 4.1. 320 we. 8) 13.56 408" 24.7. 139.8 38.4 49.1 


Unfunded debt or unspent bor- 
RA AIC Sct (ad) he nie A aes # ar RRs I) ~~ — — — -—5.4 1.0 3.0 7 2.1 6.0 


Total net direct debt... 4.2 4.1 3.9.3.8 8i2al¢2.2077 2:0 40.5 55.1 
Craaranvees.ck Se RR Geie b:0 2519) b.9 75-98) 13.6. 1326 17.6 15.9 

Total net direct and indirect 
COCR alt ct ee 10.3 9.1 &8 9.7% 15:7 24:0 41.2° 98:6 58.1 71.0 


! Appendix V, Statement 2. 


In the early years the debt position of the Provincial Government was 
very favourable. At the outset the Provincial Government had in hand a 
substantial net cash surplus and was virtually free of any net debt charges. 
Since 1952 the provincial debt has increased steadily. In the fiscal year 
ending March 31, 1958, estimated net debt charges including the require- 
ments for interest and debt retirement had risen to $3.4 million. However, 
this cost constituted no more than 9 per cent of the total ordinary revenues, 
compared with about 20 per cent for the similar ratio in the Maritime 
Provinces combined. The total estimated net direct and indirect debt of 
the Government of Newfoundland outstanding on March 31, 1958, was 
$71.0 million. This total amounted to $163 per capita compared with 
about twice this amount per capita for the governments of the Maritime 
Provinces combined. These comparisons would appear to indicate that the 
debt position of the Government of Newfoundland continues to be favour- 
able in relation to the Maritime Provinces. However, in considering the 
significance of this relative position regard must be had to the fact that 
the Government of Newfoundland has been encountering rising deficits on 
ordinary account over the last several years. Also, consideration must be 
given to the vulnerability and uncertainties of the Newfoundland economy 
and the significantly lower per capita personal income. In these circum- 
stances special problems and limitations arise regarding the support of 
heavy fixed charges. 
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The Levels and Standards of Public Services in Newfoundland 


One of our first tasks, and a most important one, was to determine the 
levels and standards of public service reached in Newfoundland subsequent 
to the date of Union. This task is explicit in the Terms of Reference which 
state in part “and to recommend the form and scale of additional financial 
assistance, if any, that may be required by the Government of the Province 
of Newfoundland to enable it to continue public services at the levels and 
standards reached subsequent to the date of Union, without resorting to 
taxation more burdensome, having regard to capacity to pay, than that 
obtaining generally in the region comprising the Maritime Provinces of 
Nova Scotia, New Brunswick and Prince Edward Island”. Before it is 
possible to judge what will be required to continue public services at the 
levels and standards reached subsequent to the date of Union it is necessary 
to know what those levels and standards were. Further, before the levels 
and standards of public services can be measured, certain problems of 
concept and definition must be settled. 

It must be assumed that the phrase “the levels and standards reached 
subsequent to the date of Union” means the highest levels and standards 
reached. Otherwise Term 29 has little meaning. It would appear that the 
purpose of this clause in the Terms of Union was to ensure that levels and 
standards of public service reached in Newfoundland during the period 
under review would continue to be feasible for the Province if its taxation 
were no less burdensome than that obtaining in the Maritime Provinces 
generally. 

The Brief presented on behalf of the Government of the Province of 
Newfoundland in support of additional financial assistance assumes that 
the highest levels and standards of public service reached subsequent to 
to the date of Union were reached in the fiscal year 1956-57. We felt that 
this assumption should be closely examined since much might turn on it. 
It seemed clear that, if higher levels and standards had been reached prior 
to 1956-57, these earlier levels and standards should form the basis of our 
calculation of the additional financial assistance required. 

The second matter of definition for settlement is the meaning of the 
expression “public services”. Public services can be defined as those 
services which are provided by governments, either free or for a nominal 
charge and paid for through general taxation as distinct from services 
available at market prices from the private sector of the community, or, 
in certain instances, from government agencies operating on a commercial 
basis. On the face of it this definition seems reasonable and fairly clear-cut. 
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Upon examination, however, it will be seen that certain of the public 
services are hardly distinguishable from certain services provided to the 
community by associations of individuals acting on a voluntary basis. 
This is true in all provinces of Canada in the field of social welfare. In 
Newfoundland however it is also true for education, because the educa- 
tional system is to a very large extent operated by the churches and a 
substantial part of the cost of building, maintaining and operating schools 
is borne by the citizens through their religious organizations. 

Because of the difference in the operation of schools in Newfoundland, 
the contribution made locally to education outside the tax system is rela- 
tively larger than in the Maritime Provinces. In place of a system of local 
taxation to support schools as in the Maritime Provinces, there is in New- 
foundland a system of voluntary contributions by the public and financing 
by religious denominations. In both areas, there is direct assistance from 
provincial governments towards carrying on the educational services. 
Without these contributions and church assistance, local taxation or higher 
provincial government expenditure would be necessary in Newfoundland. 
It was decided, therefore, that the definition of public services should 
include education paid for through church organizations as well as that 
which was financed from the public treasury. In other words, it was 
decided to start from the basic figures of provincial and municipal finance 
and to add to them the estimated private contribution for education. 

The third matter for settlement is the meaning of “levels and 
standards”, particularly as it affects the unit of measurement to be adopted. 
The Shorter Oxford English Dictionary defines level as “position, plane, 
standard in social, moral or intellectual matters” and standard as “a 
definite level of excellence, attainment, wealth or the like, or a definite 
degree of any quality viewed as a prescribed object of endeavour or as 
the measure of what is adequate for some purpose”. To some extent, there- 
fore, the words “level” and “standard” are synonymous, each reinforcing 
the meaning of the other. It seems clear that the expression “levels and 
standards” has quantitative and qualitative meaning. We are concerned 
with the problem of measurement and, therefore, for our purposes quality 
is viewed as an aspect of quantity. A higher quality service is taken simply 
to mean more service, which, in practice, is achieved by larger expenditure 
on men and materials. 

Since our comparisons of levels and standards must reflect quantitative 
change, they must run in real terms— in terms of the real level of service 
rather than in terms of the current dollar cost of that service. Hence, in 
a period of rising prices the financial data of government expenditure and 
cost of services will only be relevant to our discussion of changes in the 
levels and standards of these services if these financial data have first been 
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adjusted to a constant dollar basis or corrected for price changes. Further- 
more, since the standard of service may also be affected by the number 
to be served, it may be necessary to adjust the constant dollar financial 
data to per capita terms or to other terms deemed suitable for the purpose. 

It should be made clear, at this point, that we have decided to proceed 
upon the assumption that the levels and standards of public service are 
indicated by their cost. For example, if $100,000 is spent on the salaries 
of doctors and nurses to provide a health service, we assume for the pur- 
pose of our study that $100,000 is the measure of the flow of service which 
results from that expenditure. We know of no other practical method of 
measurement. 

Having defined levels and standards of public service and decided 
that changes in them are indicated by the changes in the expenditures 
upon them, adjusted for price variations, we proceed to deal with the 
techniques of measurement. Here we are confronted with an important 
matter of concept involving the relationship between current and capital 
expenditure. We know that the flow of public services is partly the result 
of current expenditure and partly the result of previous expenditure for 
the construction and acquisition of physical assets. This is the same as 
for the individual who, in addition to his current income, may enjoy a 
flow of income or service from previously acquired assets such as his 
house and furnishings. The problem is to measure and relate these two 
flows so that they may be added together. 

We have already noted that as far as ordinary expenditure is con- 
cerned the cost of service will be taken as indicating the level of service 
subject only to the fact that if we are comparing two or more years, an 
adjustment will have to be made for price changes. In calculating the flow 
of service from capital assets, however, and thus assessing their contribu- 
tion to the levels and standards of public services, we must make a 
somewhat different type of calculation. Unlike ordinary expenditure, the 
services of capital expenditure are not delivered in one year but are spread 
over the life of the asset. Hence, in seeking to measure the levels and 
standards of public service attributable to capital assets we look not to 
capital expenditure itself but to the annual costs which it involves. As 
with ordinary expenditure, we make the assumption that the value of the 
services rendered by physical assets is measured by the cost of providing 
those assets. 

In any one year the real costs of providing capital assets are the 
interest costs necessary to obtain the assets, the depreciation allowance 
which must be made to assure their replacement, and the annual mainten- 
ance charges. To measure the flow of service from a capital asset, there- 
fore, we must first know the interest cost involved, imputing a rate of 
interest if no debt is outstanding. In the second place, we must make 
some judgment as to the probable life of the asset or in other words fix a 
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rate of depreciation. In the third place, the flow of services from an asset 
must be great enough to cover maintenance costs. This amounts to saying 
that if a rational decision has been made regarding the construction or 
acquisition of a capital asset, the asset will yield a flow of service at least 
equal to the sum of the interest, depreciation and maintenance charges. 

The decision to spend money for public purposes is, of course, a 
political as well as an economic one and in that sense it may be inaccurate 
to attach a rate of interest to all capital assets as measuring the flow of 
services from them. However, we have no other adequate method of mea- 
suring the flow of services. Hence, we assume that if money is borrowed to 
build hospitals or roads, these hospitals or roads will provide an annual 
flow of services sufficient to cover the interest charges, the appropriate 
annual depreciation charges and the annual costs of maintenance. 

In measuring the levels and standards of public service we can start, 
therefore, with expenditures on ordinary account and add to them the flow 
of service from capital assets. This latter flow of service will be calculated 
as being equal to interest on capital plus depreciation but will not make 
any allowance for maintenance which in practice is charged to ordinary 
expenditure. We could not make an allowance for maintenance in com- 
puting the flow of service from capital assets without giving rise to double 
counting. 

The above does not, of course, solve the problem of how to determine 
the amount of capital existing at a particular time or of how to determine 
the correct rate of interest and the correct rate of depreciation. It does, 
however, give us a conceptual framework for measuring the level of 
services. ! 

We have now arrived at a method of combining the flow of service 
from ordinary and capital expenditure and have concluded that, because 
of the very considerable price rise in the period under consideration, it 
will be necessary to deflate the purely financial data or, in other words, 
to express them in constant dollars. We have also noted that it is neces- 
sary in relating year-to-year changes in the levels and standards of public 
services to take account of the changing population. 

The foregoing disposes of the general problem of calculating the levels 
and standards of public services in Newfoundland. The details of this cal- 
culation and the detailed results are shown in Appendix I. In brief, the 
method used consists of combining ordinary expenditure with the flow of 
service from existing capital as measured by the application to existing 
capital of an interest rate and a depreciation charge. These amounts are 
expressed in constant dollars per capita. 

Although the calculation of the flow of services is discussed at greater 
length in the Appendix, some general comments should be made here 
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about how the methods used and the nature of the data limit the con- 
clusions which can be drawn. As we have seen above, it is necesssary to 
place the expenditures of all years on a constant dollar basis. The 
practice adopted was to use 1956 as the base period with 1956 prices equal 
to 100. It should be borne in mind that the price indices used for this 
purpose are not perfect and do not give precise results. Not only is there 
the difficulty of the changing composition of public expenditures, but in 
fact there are no actual price indices based on the goods and services 
bought by all governments in Canada or by the Government of New- 
foundland. All that the price indices can do in these circumstances is to 
provide a means for determining, rather broadly, an allowance for changes 
in the value of the dollar. Certainly, they bring the financial data into 
much better relationship for our purposes; but the trends and the absolute 
amounts which our calculations yield will not be accurate enough to make. 
precise comparisons. 

In particular, the price index used for government salaries and wages. 
was simply a calculation, based on payroll information, of the change in 
the average salary and wage. This amounts to measuring the change 
in the levels and standards of service by the change in the number of eivil 
servants with no allowance for improvement or deterioration in the 
average quality of public servants or for any change in hours worked. 
In short, it is assumed that a cross-section of the civil service at two 
points of time would include the same proportions of the different types 
of skill. We know that this is not quite accurate for the educational 
service in Newfoundland, where there has been some improvement in the 
qualifications of teachers. From evidence presented to the Commission, 
we have also gained the impression that it may not be true of health and 
hospital services, where the proportion of nurses and doctors to the total 
numbers employed may have risen in the later years. However, there is 
no satisfactory way of allowing for the effect of the changing composition 
of the civil service. Moreover, since the practice here adopted probably 
produces a bias which underestimates improvement in the levels and 
standards of public services in Newfoundland, its use in our calculations 
could not be prejudicial to the interests of the Province. 

Some qualification should also be made with respect to the use of per 
capita expenditure and the per capita flow of services. The per capita 
presentation is not a perfect measure of the change in the levels and 
standards of service but it gives a useful preliminary indication. Its 
limitations are obvious when we come to measure the change in the levels 
and standards of highway service. A road built from one point to another 
will normally be capable of carrying much more traffic than exists at that 
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time. Hence, a rise in population and a consequent reduction in the per 
capita flow of service from highways need not mean a reduction in the 
level of highway service. Conversely, with a decline in population an 
unchanged per capita flow of service from highways would mean a lower 
ageregate flow of service and could actually mean a decline in the levels 
and standards of highway service to the reduced population. Similar 
objections to using per capita figures as indicative of the change in the 
level of public services will arise wherever the public service flows from a 
capital asset or a unit of organization which is not being used to capacity. 

There are other objections to defining the levels and standards of 
particular public services in per capita terms. When we use the per capita 
presentation we assume that a constant fraction of the population uses 
the service. This is clearly not correct in every circumstance as the pro- 
portion of the population using a particular service may vary over a period 
of years. Thus, the proportion of the population which is of school age 
may rise or decline. A fall in the per capita level of education ‘service 
could, therefore, occur while per pupil expenditure on education was rising 
rapidly. Similarly, the health service of tuberculosis prevention will 
decline in per capita terms as the service becomes more successful and 
smaller numbers require it. In certain of the welfare payments, particularly 
the variable ones such as relief, it might be more useful to define the levels 
and standards of public service in terms of the entitlement of individuals 
qualifying for assistance, rather than in per capita terms. Despite the 
above limitations, it is reasonable to use the trend in per capita expenditure 
in constant dollars, including the flow of service from capital assets, as a 
general over-all indication of changes in the levels and standards of public 
service. As we shall see, it is possible to check the per capita results by 
observation of conditions and to supplement them by the opinion of those 
with first-hand knowledge of changes in the services and facilities. 

Before discussing the actual results a further point needs clarification 
and emphasis. The level of public services provided by the Province to 
its citizens depends not only upon the money spent by the Province from 
its own resources, but upon the extent of federal grants-in-aid for provin- 
cial services. Federal grants-in-aid for provincial services have, therefore, 
been included in the calculation of the levels and standards of public 
services in Newfoundland. This procedure is necessary to avoid understat- 
ing the level of provincial and municipal services and to ensure the validity 
of year-to-year comparisons regardless of changes in the division’ of 
responsibility between the Province and the Federal Government. Services 
provided directly by the Federal Government or payments made ee 
by it to mdividuals are not of course included. 
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The results of the calculation of the levels and standards of public 
service in Newfoundland are summarized in the table below. Greater 
detail is shown in Appendix I. 


NEWFOUNDLAND 


Per Capita Levels of Provincial and Municipal Services 


Including Federal Grants-in-Aid 
In Constant (1956) Dollars 


1949 1950 1951 1952 1953 1954 1955 1956 


Health 
Provincial’ and Municipal.......... 202808. W20561) 1 2S38071 122 60) “22tG7 21.76: 922,65" 222271 
Le ee ee oe .55 2.06 1.88 2.07 2.07 2.44 re eX) 2508 
StS UAE a oe ek eee Zi sOe tl Diet eos, 24 67. 94 74 « 34.90 25.16. 25.24 
Transportation 
Provincial and Municipal.......... 23.66 24.38 25.02 23.92 24.75 25.80 -26.95 28.89 
i cre Poet yeaa a ut ae — 24 Ay .66 85 12s 1.67 . 1.90 
fa ee eee oe 23066 24.62. 25.54 24.58 25.60. 27.03: 28.62 . 30.79 
Education 
Provincial and Municipal.......... 23.86 23.50 238.64 24.19 24.44 26.17 26.74 26.57 
1 o8 ar eee Oe ARR Se “= .16 .18 24 ie .36 41 .39 
POUR re aces te erin hc teicsons 23.86 23.06 23.82 . 24.43 24.66% 26.53 27.15. 26.96 
Welfare payments 
POV INCIa Ue Re te Os pit eee 12.95 (14.89) 13,079) 11-58, 11.79, 13.17 . 11.44 10.53 
(DES VECN CD ke ne a aie eee Sa .06 .39 o 2.58 yay 0. 2.62 4.81 6.93 
RSC MO rea se eaptie SC Oale mn TScOl A 15.28 13 .4e0 Ni4eiGe 14.510 115.79" 16.25" 17.46 
Other services 
Provincial,and Municipal.......... DOVAG. 122 2714 422038 99 62 ees .07. 22400) “94.75. 26.13 
PCC. Ve Se, CR AN a — — — .02 .16 .29 .3l 
TOGA te es no ahs 22 AG? 22071 2236" 22902) 28.90" 22.86 -.'25.04 § 26.44 
All services 
Provincial’and Municipal.......... 103.73 106.09 107.41 104.91 107.62 109.60 112.48 114.83 
Pi OUCT ONS starter sine coe thee Seen: .61 2.85 2.94 5.50 5.88 6.81 9.79 12.06 
POLES 20h Ae ee OR 104.34 108.94 110.385 110.46 113.50 116.41 122.22 126.89 


1 Grants-in-aid for7provincial services only. 


The calculations show that there has been a fairly steady improvement 
in the per capita levels and standards of public service over the period 
1949 to 1956 although half of that improvement was due to increased 
federal grants-in-aid. The level of service in 1956 was about 22 percent 
higher than in 1949. Although a 5 percent rate of interest was used in 
measuring the flow of service from capital assets, the absolute results 
would not be significantly different if a 4 percent or 6 percent rate had 
been used instead, and the trends would have remained unchanged. 


25 


Royal Commission on Newfoundland Finances 


The greatest increase in the per capita flow of services was in trans- 
portation, communications and public works where the increase was from 
$24 per capita in 1949 to $31 per capita in 1956, an increase of about 30 
percent. The calculation of the levels and standards of service in health 
and hospitals shows little change after 1952. 

The per capita levels and standards of the education service appear to 
have changed relatively little from 1949 to 1952, but there was a somewhat 
greater improvement between 1952 and 1954. As noted above, however, 
the index of average salaries paid to teachers takes no account of the 
improvement in the qualifications of teachers. Since the salaries of 
teachers are the larger part of education expenditure, this may mean that 
the standard of service for education has improved significantly although 
in a way which would not be reflected in these figures. On the other hand, 
it should be noted that school enrolment has risen at a slightly faster rate 
than population so that if education service were expressed in terms of 
the flow of service per pupil instead of in per capita terms, the series 
would show a slight decline for the period. 

As noted earlier, we are particularly concerned with determining the 
highest levels and standards of public service reached subsequent to the 
date of Union, since these are the levels and standards which must be 
assured for the future. On balance, it appears reasonable to conclude that 
the highest levels and standards were those reached in the year 1956-57. 
This view is supported by our calculations of the levels and standards of 
public services as outlined above. It is supported as well by expert 
testimony given before this Commission by senior civil servants of the 
Province and by the observations of members of the Commission. 

The conclusion that 1956-57 marks the highest levels and. standards 
of public service subsequent to the date of Union carries certain implica- 
tions. The estimate of depreciation of capital assets, used in determining 
the highest levels and standards reached, becomes a prime factor in deter- 
mining what will be required to continue those levels and standards. As 
noted above, there are two factors which must be considered when calculat- 
ing the cost of maintaining a given level and standard of public service, 
the flow of service from ordinary or current expenditure and the flow of 
service from capital assets. This is true of any given level of public 
service although it will be noted that any particular level of service might 
be achieved by varying the proportions of ordinary and capital expenditure. 
Whatever the level of service that obtains, its continuance will require 
not only ordinary expenditure but the maintenance of the stock of capital 
as well. The amount of ordinary expenditure in 1956-57 is known. The 
amount of expenditure necessary to maintain the stock of capital is not 
known and is not capable of such exact determination. However, an 
estimate of depreciation is necessarily a by-product of the calculations 
used above to trace the changes in the levels and standards of public 
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service over the period 1949 to 1956. These calculations indicate that 
the annual depreciation necessary to maintain the stock of provincial and 
municipal capital at the 1956 level was of the order of $5.6 million, of 
which $4.8 million was provincial. This includes the depreciation on 
schools, hospitals, roads and other public facilities. The calculation was 
based upon a number of assumptions and cannot, of course, be defended 
as being completely accurate. Nevertheless, it indicates the probable and 
reasonable cost of maintaining public assets in the Province as nearly as 
we can ascertain it. It is interesting to note that in the Brief presented to 
this Commission on behalf of the Government of the Province of New- 
foundland depreciation and obsolescence is estimated at $5.0 million for 
the fiscal year 1956-57. 

By adding to the ordinary expenditure of 1956-57 the estimated de- 
preciation allowance of that year, we obtain an estimate of the total cost 
of the levels and standards of public service reached in 1956-57. This total 
cost consists of a number of elements and can be set out as follows: 


$000 
Provincial net ordinary expenditure excluding debt retire- 
ment, subsidies to municipalities and capital grants for 
schools and hospitals, Appendix I, Table 1 ............ 35,099 
Estimated depreciation on the stock of provincial capital, 
POOCHU CL, La Die. de. save awed ey eee ehh ee eae 4,838 
Municipal net ordinary expenditure, Appendix I, Table 2 .... 2,678 
Estimated depreciation on the stock of municipal capital, 
Aes. 1 EL Ole O17 ook. ceca cuomnn sent Lreaen oleate eiiene g 395 
Estimated voluntary contribution to maintenance and 
operation of schools, Appendix I, Table 5 ............ 1,000 
Estimated depreciation on that part of the stock of schools 
built by voluntary contributions, Appendix I, Table 9 .. 360 
‘otal: requirements) 1 1956-07 0 v1. ok cea eecuns 44 370 


= 


Having established the total annual expenditure necessary, on the 
basis of 1956-57 figures, to continue the levels and standards of public 
services reached subsequent to Union, we turn next to the problem of 
whether revenue sufficient for these needs will be available to the Province 
of Newfoundland without resorting to taxation more burdensome than 
that obtaining in the Maritime Provinces generally. 
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CHAPTER IV 


The Burden of Taxation 


In the last chapter we calculated, on the basis of 1956-57 expenditures, 
how much would be required to continue public services at the levels and 
standards reached subsequent to the date of Union. In this chapter our 
task will be to determine how much Newfoundland could raise from its 
own revenue sources “without resorting to taxation more burdensome, 
having regard to capacity to pay, than that obtaining generally in the 
region comprising the Maritime Provinces of Nova Scotia, New Brunswick 
and Prince Edward Island”. 

The concept of burdensomeness in relation to capacity to pay is not 
easy to come to grips with in this instance. The real difficulty is that 
a large part of provincial and municipal taxation is, in fact, payment for 
service and that we cannot speak of burden without relating it to what 
it buys. Where a large element of redistribution is involved in a tax system 
or where the benefits received by the taxpayer are either remote or small 
in relation to the tax paid, the concept of burdensomeness has greater 
applicability. However, over a wide range of provincial and municipal 
finance, this is not the case. 

If, for example, a tax of twenty cents a gallon on gasoline takes 10 
per cent of all income but buys a network of super highways in one province, 
who is to say that this tax is more burdensome than a five cent a gallon tax 
on gasoline which takes 5 per cent of all income in a province of poor 
roads? 

In so far as provincial and municipal taxes are really payments for 
services, we must be careful, therefore, lest we fall into the error of apply- 
ing the word “burden” to the price which a free people impose upon them- 
selves for the collective provision of goods and services, while making 
no such judgment about the prices paid for goods and services in the free 
market. For example, people with lower incomes pay the same price for 
a loaf of bread as those with higher incomes. Again, is it more burden- 
some for a man to pay a tax of fifteen cents a gallon on gasoline so that 
he may have a road to travel on than it is for him to pay fifteen cents for 
any good or service purchased from the business community? 

We have seen that it is hardly accurate to apply the word “burden- 
some” to the part of provincial and municipal levies which is really a 
payment for services. Apart from this there is the further problem of 
deciding at what point taxes represent equal burden on incomes of different 
size. ‘There is no agreement among authorities on this. It will also be 
necessary to know how far we wish to recognize the basic requirements of 
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subsistence in a calculation of tax burden. We can examine these questions 
from the standpoint of theory and we can see how they have been met 
in our own tax system. 

If we seek the answer to these problems in the actual working of the 
Canadian tax system, federal, provincial and municipal, it is very dif- 
ficult to reach a conclusion. The progressive income tax is combined with 
other types of taxation, some of which are regressive in relation to income 
and some of which are proportional. There is evidence that the Canadian 
tax system as a whole, federal, provincial and municipal, is progressive 
at higher levels of income because of the importance at these levels of the 
progressive income tax. However, the range of income at which progressive 
taxation is known to apply in this country would take in a relatively small 
part of the income distribution of Newfoundland. Moreover, the pro- 
gressive features of the Canadian tax system are confined very largely 
to the federal field, and balance to some extent the effect of provincial 
and municipal levies. In general, it may be said that the very poor are 
not exempt from taxation in the Canadian tax system but that the taxes 
they pay are small in relation to the transfer payments they receive. At 
slightly higher levels of income, however, but before the progressive income 
tax takes effect, there is probably a significant net tax payment. 

~ Our problem is also complicated by the fact that we are not to relate 

the burden and tax-paying capacity of individuals as such but of the 
entire group of individuals in Newfoundland with the entire group of 
individuals in the Maritime Provinces. As mentioned above, this is hardly 
possible because the services of the two areas are different, unless we 
assume that payment for services is a negligible part of provincial and 
municipal levies. We will not concern ourselves with how the load of 
taxation is distributed within each of the regions—although this affects 
burden—but only with the relationship of taxation to aggregate regional 
income. 

Despite these difficulties, we are faced with the problem of relating the 
tax burdens of the two regions to their capacity to pay. In a simple and 
reasonable view, capacity to pay varies chiefly with income. Whether 
we are assessing the tax-paying capacity of an individual or a region, we 
shall have to start with income. The more income an individual receives, 
the more he can pay in taxes. The important question is, how much 
more can an individual pay as his income rises without affecting his tax 
burden? This question is obviously related to our view about the require- 
ments for subsistence. Most of the discussion about the correct basis on 
which to measure burden will, therefore, centre about two matters: the 
question of allowing a minimum of income below which no taxation should 
apply, and the question of whether taxation beyond the exempted minimum 
should be at proportional or progressive rates. We decided to treat the 
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problem in a partly theoretical, partly practical manner and worked out 
the relationship between burden and tax-paying capacity on several dif- 
ferent bases. 

Before making the actual comparisons of burden in relation to capacity 
to pay, certain elements of provincial and municipal revenues were. ex- 
cluded. It has been argued that the alienation of Newfoundland’s resources 
in earlier times very considerably restricted the future revenue possibilities 
and that the Province cannot, therefore, expect the same amount of revenue 
from natural resources as is obtainable from comparable resources in the 
Maritime Provinces. More important, it seemed to us, was the considera- 
tion that revenue from the bounty of nature should not be confused with 
tax burden. Accordingly, in calculating the tax burden, the revenues from 
natural resources were removed from the combined provincial and municipal 
revenues. At the same time, amounts received from the Government of 
Canada were excluded since these are not part of the burden imposed by 
provincial taxing authorities. One further adjustment was made to pro- 
vincial and municipal revenues. As mentioned in the previous chapter, 
it was decided that the level of public services in Newfoundland should 
include that part of educational expenditure financed by voluntary con- 
tributions. In calculating the total amount of taxation below we have, 
therefore, included estimates of the voluntary contribution to the operation 
and maintenance of established schools as well as the capital contribution 
to the building and equipping of new schools. These estimates were made 
on the basis of evidence presented to the Commission on behalf of the 
Government of Newfoundland. 

It is reasonable at the outset to look for some simple and uncomplicated 
general measure of capacity to pay. Perhaps the simplest of all such 
measures is aggregate personal income. The use of this measure of capacity 
to pay as a basis for determining burden can be defended if the average 
income and the income distribution of the two regions are not greatly dif- 
ferent. It may be defended also on the general grounds that, as mentioned 
above, a great part of provincial and municipal taxation is not really 
taxation at all but payment for goods and services. The method has, of 
course, certain limitations which we will deal with later. 

The following table indicates the comparable burdens of taxation, using 
the simple aggregate personal income method as the measure of capacity 
to pay. It can be seen from this table that the Maritime Provinces, taken 
as a group, collected 9.4 per cent of their aggregate personal income in 
the form of provincial and municipal taxes in the year 1956, while New- 
foundland collected 7.4 per cent of aggregate personal income. If New- 
foundland had collected the same percentage of total personal income as 
the Maritime Provinces, namely 9.4 per cent, Newfoundland’s tax collections 
would have been $5,954,000 greater. 
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Calculation of Capacity to Pay and Tax Burden on Basis of Aggregate Personal 
Income, 1956 


P.E.I. N.S. N.B. Maritimes Nfid. 


Total personal income, 1956 ($ million) 76 694 509 1,279 305 
MEAG HONS (OUND) ono eee cca iatintays sary 99 695 555 1,349 415 
Per capita personal income ($).........0........ 768 999 917 948 735 
Total provincial and municipal revenue, 
TOD SOU pence ot eee icaereicies ic 9, 684 85,753 79, 904 175,341 40,070 
Deduct revenue from: 
PCTS PGAOUP CES ae ser roetencerese cee 17 1,641 4,289 5,947 830 
Government of Canada................005 3,816 25,557 20,241 49,614 17, 884 
5,851 58,555 55,374 119,780 21,356 


Add: estimated voluntary contribu- 
tions to building, operation and 
maintenance of schools..................000 1,360 


Total revenue from provincial sources 

(excluding natural resources) ($000) 5,851 58,555 55,374 119,780 22,116 
Per capita revenue from provincial 

sources (excluding natural resour- 

Ne oe oem er ice etc p teyeetaanyest 59.10 84.25 99.77 88.79 54.74 
Percentage of per capita revenue from 

provincial sources (excluding natur- 

al cpevoibinned to per capita personal 

eV G get Ee an ee ae ee, ak 8.4 10.9 9.4 7.4 
Yield oi Newfoundland tax sources 

(excluding natural resources) at 

Maritime rate of 9.4% of personal 


PIRCOTINO GOD) bites Lak cack scbee ae 28,670 
Actual Newfoundland collections in 

BO ee hea eine 22,716 
Increased yield at Maritime rates.......... 5, 954 


The use of aggregate personal income as a basis for comparing burdens 
of taxation has, in this instance, marked limitations. The proportion of 
persons in the low-income group is considerably higher in Newfoundland 
than in the Maritime Provinces and the average per capita income in New- 
foundland is substantially lower. This means that the average Newfound- 
lander, after meeting the needs of subsistence, has less income left with 
which to pay taxes than the average Maritimer. 

Because of the limitations of the aggregate personal income method we 
decided to construct a second method of comparison, applying a basic 
exemption to the income distributions of Newfoundland and the Maritime 
Provinces. As mentioned above, the needs of subsistence must be recog- 
nized as having a bearing upon tax-paying capacity. But how much the 
exemption ought to be to give proper weight to the needs of subsistence is 
a matter of judgment. The particular level of subsistence, to be allowed 
before taxation, will change over the years just as other social concepts 
change. The exemption chosen is usually a compromise between the prac- 
tical needs of raising revenue for public purposes and the desire to ease 
the burden on the lower-income groups. Having in mind prevailing Ca- 
nadian practice as well as what would seem to serve the ends of social 
justice, the Commission felt that an exemption of $500 per capita for 
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persons seventeen years of age and over and an exemption of $150 per 
capita for children sixteen years of age and under would be reasonable 
exemptions to use in comparing, for provincial and municipal purposes, 
the tax-paying capacity of Newfoundland with that of the Maritime 
Provinces. We believe that the exemption should be lower for children 
because certain family costs do not rise in direct proportion to the numbers 
in the family. We have chosen seventeen years of age as the age at which 
to apply the adult exemption because a good proportion of the youth will 
be working at this age. The family allowance payments stop at age six- 
teen. Such exemptions mean that an average family in Newfoundland 
would have an exemption of $1,588, being made up of $1,000 for man and 
wile, $260 on account of children seventeen years of age and over, and 
$328 for children sixteen years of age and under. The comparable Maritime 
exemption would be $1,471, being made up of $1,000 for man and wife, 
$210 for children seventeen years and over, and $261 for children sixteen 
vears and under. 

These exemptions do not represent a high standard of living. But 
we consider that, having regard to the general level of incomes in the 
area and the necessity of carrying on certain public services by co-operative 
endeavour through provincial and municipal governments, it is impractic- 
able to use higher exemptions for this purpose. 

There has been a good deal of discussion about the effect on tax-paying 
capacity of the higher cost of living in Newfoundland. We have accepted 
the view that living costs are higher in Newfoundland by about 10 per cent 
and have accordingly raised the Newfoundland exemptions by that amount 
in the example below. This means that the Newfoundland exemptions of 
$1,588 are raised by 10 per cent to $1,747 for the average family of two 
adults, 2.19 children sixteen years and under, and .52 children seventeen 
years and over. This allowance for the higher cost of living in Newfound- 
land is designed to allow the Newfoundlander the same level of subsistence 
as the Maritimer before attempting a measurement of taxable capacity. 

In order to apply a basic exemption to the incomes of Newfoundland 
and the Maritime Provinces with complete accuracy, we would need more 
reliable information on the income distribution of the two regions than at 
present available. The statistical information on the income distribution 
of Newfoundland and the Maritime Provinces is sketchy, being based on 
a sample survey of rather small size. The actual income distribution in- 
dicated by this sample survey does not conform to what might be regarded 
as the normal or expected shape of such distributions and can only be used, 
therefore, with caution and for limited purposes. However, it does give a 
general indication of the income distribution, and we have taken it as the 
best available indication of the approximate proportion of the population 
below the exemption level which we have chosen. 
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The Dominion Bureau of Statistics sample survey of 1954 showed that 
36.1 per cent of the unattached individuals in Newfoundland had an income 
of less than $500 per annum and 33.9 per cent of families had an income 
of less than $1,500 per annum. These two groups together comprise about 
34 per cent of the population and earn about 10 per cent of the income. For 
the three Maritime Provinces, 31.9 per cent of the unattached individuals 
had incomes of less than $500 while 25.7 per cent of families had incomes of 
less than $1,500, and together these two groups made up about 26 per cent 
of the population and earned 8 per cent of total income. 

Since we decided on exemptions of $500 for each person seventeen 
years and over and $150 for each person sixteen years and under, the 
effect, as we have seen, is to exempt all income of single persons who make 
less than $500 per annum and all family income of less than $1,747 in New- 
foundland and $1,471 in the Maritime Provinces. For practical purposes, 
therefore, we exempt all income of less than $500 per annum for unattached 
individuals and all income of less than $1,500 for families because the 
amount of this income and the number of people involved can be derived 
from the D.B.S. sample survey. For those whose incomes are above these 
amounts the total exemption is simply calculated on the basis of $500 per 
person seventeen years of age and over and $150 per person sixteen years 
and under. In the case of Newfoundland these exemptions were increased 
by 10 per cent to allow for the higher cost of living. 

The general conclusion indicated by the D.B.S. sample survey of 
1954, that there is a somewhat greater proportion of Newfoundland’s popula- 
tion in the income brackets under $1,500 per annum, is supported by the 
results of a sickness survey conducted by the Health and Welfare Division 
of the Dominion Bureau of Statistics in 1950-51 and quoted at page 115 of 
the Newfoundland Brief. The results of that survey show that in 1951, 
47 per cent of the families of the three Maritime Provinces had incomes 
of less than $1,500 per annum while 57 per cent of Newfoundland families 
had incomes of less than $1,500. These percentages are much higher than 
the results indicated by the 1954 D.B.S. sample survey. However, between 
1950 and 1954 personal income per capita in Newfoundland rose by more 
than 30 per cent so that the two sets of data are not inconsistent. Although 
it is almost certain that the income advance since 1954 will have again 
reduced the proportion of families with less than $1,500 income per annum, 
we have decided to use the 1954 percentages for want of more up-to-date 
data. 

The exemptions were applied in the following manner. For New- 
foundland 10 per cent of aggregate personal income was deducted and for 
the Maritimes 8 per cent was deducted. For those with incomes above $500 
per individual and $1,500 per family the calculation was on a per capita 
basis with an allowance of 10 per cent for the higher cost of living in the 


33 


Royal Commission on Newfoundland Finances 


case of Newfoundland. If we accept the fact that there are 34 per cent 
of the people in Newfoundland below the exemption limits, then 66 per cent 
are above the exemption limits and these are divided into 121,544 persons 
sixteen years and under and 152,405 persons seventeen years and over. 
Similarly, the 74 per cent of the population above the exemption limits in 
the Maritimes is comprised of 386,827 persons sixteen years and under and 
611,150 persons seventeen years and over. The exemptions for these persons 
are calculated as shown in the table below. 


Calculation of Capacity to Pay and Tax Burdens on Basis of Aggregate Personal 
Income, 1956, after exemptions 


Maritimes Newfoundland 
Population, 1956 (000)... SEAS 5 Cbs See OA wa amt 1,349 415 
Personal income, 1956, ($ million)... See ee heey See ee tee 1,279 305 
Deduct: 
all income of unattached individuals earning under 
$500 and families earning under $1,500........c.cccccceeeseeee 102 30 
exomptions-—-adalta at $000... 2 eis cc hancke aia 306 76 
eA NTTON: AG Wes ota ud .dsbesceseas snes seveonmenne 58 18 
adjustment for cost of living at 10%... 10 
Taxable personal income, 1956 ($ million)......00.0cccceeeeeee 813 171 
Per capita taxable personal income (§)... 603 412 
Per capita revenue from provincial sources ‘(excluding 
HALUrAE FeSO Ur ed) Oe ooo od Anant credo ee 88.79 54.74 


Per capita revenue ees provincial sources (excluding 

natural resources) as a percentage of per capita tax- 

GTEC ATSC TING Sica eas cep Re aaa BE Raa Soest can llape seater 14.7 13.3 
Yield from Newfoundland tax sources (excluding natural 

resources) at Maritime rate of 14.7% of taxable per- 


rahe) Belisle kay tb) WRRRRS fae dec) IM ECAR er ep gmene lca: 25, 137 
Actual Newfoundland collections, 1956 ($000)... 22,716 
Increased yield at Maritime rates ($000).........ccccceeeeees 2,421 


It will be seen that the per capita taxable income as calculated above 
is $603 for the Maritimes compared with $412 for Newfoundland. New- 
foundland’s per capita revenue from provincial sources amounts to 13.3 
per cent of taxable personal income, while Maritime tax collections amount 
to 14.7 per cent of taxable personal income as calculated above. This means 
that if Newfoundland had collected the same percentage of personal tax- 
able income in 1956 as was collected in the Maritime Provinces, a further 
$2,421,000 would have been raised. Because of the limitations of the data 
this cannot be regarded as indicating a significant difference between the 
tax burdens of the two regions. 

The above method for calculating relative tax burdens is based upon 
the use of proportional rather than progressive rates above the exemption 
limit. It may be contended by some that the income remaining after 
exemption should be subject to progressive rates, i.e. the percentage 
taken should rise as income rises. In our view the progressive feature is 
not applicable in comparing the provincial revenue systems under review. 
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Under the existing federal-provincial tax arrangements the provinces have 
rented their progressive tax fields to the Federal Government and con- 
sequently do not have these sources available for their own purposes. 

The above methods of relating tax burdens to capacity to pay are 
both general comparisons based upon some measurement of income. There 
is another method for testing the severity of taxation and that is to com- 
pare the actual taxes and rates in existence in the Maritime Provinces with 
those used in Newfoundland. There are many limitations to this method. 
The major fault is that unless the two economies are identical in structure, 
the same rates of tax will not produce the same results. For example, a 
tax on gasoline may yield very well in one province where the highway 
system is highly developed whereas the same rate of tax would yield very 
little in a province where roads are virtually non-existent. To some 
extent, this difficulty is encountered in comparing the Newfoundland gas- 
oline tax with the gasoline tax in the Maritime Provinces. The fact 
that the two rates are almost the same does not in this instance mean 
equal burden since the application of the rate is quite different. Because 
of such variations, each jurisdiction tends to develop the taxes which meet 
its needs and which are most productive in the circumstances in which it 
must operate. A reflection of this can be seen in the fact that Newfound- 
land has a 3 per cent sales tax which applies over a very wide range of 
retail transactions. This sales tax compensates to a very great extent for 
the fact that real property taxation in Newfoundland is a relatively minor 
source of revenue, a fact which can be traced to the lack of municipal organ- 
ization. In the Maritimes, by contrast, substantial revenues are collected 
from real property taxation and a general sales tax is used only in New 
Brunswick. 

Despite the admitted limitations of this method, it was thought 
desirable to try to apply the Maritime rates of taxation to the New- 
foundland tax base to see how the results would compare with what 
Newfoundland collects under its own tax system. The results of this 
comparison are given below. A description of the methods used is given 
in Appendix III. : 

The results of this comparison indicate that the application of Mari- 
time rates to the Newfoundland tax base could be expected to produce 
revenue of $2,141,000 less than Newfoundland’s own revenue structure 
produced in 1956-57. This is after making allowance for an estimated 
voluntary contribution to education of $1,360,000. The chief reason for 
this result is that there is no ready method of making up the revenue 
loss which results from reducing the Newfoundland sales tax to the 
Maritime rates. Because of the lack of municipal organization in New- 
foundland, we have no adequate idea of the tax base for real property 
and this revenue was quite conservatively estimated. Apart from the 
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Estimated Newfoundland Tax Yields at Maritime Rates Compared with Actual 
Collections in 1956-57. 


Increase (+) 


Newfoundland Yield at or Decrease (—) 
1956-57 Maritime at Maritime 
Collections Rates Rates 
($000) ($000) ($000) 
PRO NOG CARGOT Ss ossohs, cheer eee ee ee aes aE 8,343 2,440 —5,903 
Motor fuel tares i200 e te eee 3,959 Ba gs — 242 
Motor-vebicle Licences. .c 220 cine ticescsanenvoenaceacanne 1,418 1,518 +100 
FAGGOT COMPO! es. acecitee ee ae 3,828 5,506 +1,678 
Property taxes 220-5... de oe a Se ee! 2,268 5,306 +3,038 
POLE GOS Cosh boos i a cok 110 658 +548 


Other taxes, licences and fee8.........ccccceeseeees 1,430 1,430 — 


Sub-total taxes and licences (excluding 
natural: resources) 2kesetiek ou. a BAe 21,356 20,575 —781 


Estimated local voluntary contributions 
to building, operation and maintenance 
0 01 6706 Sean El Ai Sr i ls er ovat el SR 1,360 nil —1,360 


Total revenue from Newfoundland sources 
(excluding natural resources)............:ccc08 22,716 20,575 —2,141 


possibility of increased revenue from real property taxation and a con- 
siderable increase in revenue from lquor control if profit margins were 
raised to the Maritime levels, other rates seem comparable. But, as we 
have suggested, the fact that the taxes are at the same specific amount 
or percentage rates does not necessarily mean that they produce the same 
burden since differences between the two regions may render their 
applicability and effects quite different. 

Conversely we can test the severity of the Newfoundland rates by 
attempting to apply them to the Maritime tax base. The same limitations 
naturally apply here as applied to the application of Maritime rates to the 
Newfoundland tax base. The method of calculating the possible yield of 
the sales tax is a good example of the limitations. Since the actual value 
of sales on which retail sales tax would apply is not known, the yield of the 
sales tax was related to personal income. This assumes a constant rela- 
tionship between taxable sales and personal income. The assumption is 
quite critical because of the difference in sales tax rates in the two areas. 
A similar problem arises in real property taxation which is at considerably 
higher rates in the Maritimes than in Newfoundland. Despite these many 
obvious limitations, the results are shown below for comparative purposes. 

As we have seen, comparisons of the burden of taxation, having regard 
to capacity to pay, may be attempted in any one of several ways. The 
comparison made above on the basis of personal income without exemp- 
tion would indicate that Newfoundland is at present less heavily taxed 
than the Maritime Provinces but as we have pointed out that method is 
subject to marked limitations. On the other hand, the comparison made 
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Calculation of Maritime Provinces’ Tax Yields at Newfoundland Rates 
Compared with Actual Collections in 1956-57 


Maritime Increase (+) 
Provinces Yield at or Decrease (—) 
1956-57 Nfld. at Nfld. 
Collections Rates Rates 
($000) ($000) ($000) 
PS EALOS. {N01 45 ore Le teat eS hats oad 10, 274 35,045 +24,771 | 
WG Pet aN OS. SI EE... asddbccnzesth once 25,469 27,129 + 1,660 
Motor vehicle licences: i. bicikdictecmwcdetsscsceoctye 9,400 8,780 —620 °° 
LOTT at cals) Ranke aoa, A ee, SAR ene O 19,514 14,872 : —4, 642 
PPODCEC CAKES Le eles se wl ate eehek 45,244 24, 362 — 20, 882° 
pa ig OS ES Ra ret eles OR elidedh IR ORD eA ECR 2, 584 431 —2,153 
Other taxes, licences and permits......00.0000000. 7,295 7,295 — 
Total revenue from provincial sources 
(excluding natural resources).........0....0. 119,780 117,914 — 1,866 
Voluntary contributions to education esti- 
mated at $3.28 per capita as in New- rage 
POUL ce OR ee LPAI ee nil 4,425 +4, 425 
Total revenue from provincial sources 
(excluding natural resources)... 119,780 122,339 +2,559 


on the basis of personal income after the deduction of a basic exemption 
and an allowance for differences in the cost of living indicates no signi- 
ficant difference in tax burdens. This latter comparison is based on fairer 
and more reasonable assumptions than the first and its results appear to 
be borne out by the calculation of what existing Maritime rates would 
yield if applied to the Newfoundland tax base as well as by what existing 
Newfoundland rates would yield if applied to the Maritime tax base. 
None of these methods of comparison should be pushed to extreme. lengths. 
The results all follow directly from our assumptions as to what is a fair 
method of comparison, and the choice of the method of comparison must 
remain a matter of judgment. 

With the above considerations in mind, we have come to the PURE lusion 
that the burdens imposed by the present tax systems of Newfoundland and 
the Maritime Provinces are of the same order and that, for the purposes 
of our Inquiry, we should regard the burdens as approximately equal. We 
have based our decision on the two comparisons which we -believe to be 
most reasonable for relating provincial and municipal tax burdens and 
capacity, namely, the comparison based on personal income with a modest 
exemption and the comparison based either on the application of existing 
Maritime tax rates to the Newfoundland economy or of existing Newfound- 
land tax rates to the Maritime economy. 

Although we judge these burdens approximately equal in a aes 
matical sense, there is in our view an element of burden not measurable im 
this way and for which some allowance should be made. This element 
involves special factors, which will be dealt with later. 
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Findings and Recommendations 


We shall now proceed to examine whether the present tax system in 
Newfoundland will at existing rates produce revenue sufficient to continue 
public services at the levels and standards reached in 1956-57. The table 
below sets out the total provincial and municipal requirements for the year 
1956-57 as well as the provincial and municipal revenues of that year. 


$000 
Newfoundland Expenditure Requirements, 1956-57 
Provincial net ordinary expenditure excluding debt retirement, sub- 
sidies to municipalities and capital grants for schools and 
hospitals, Appendix vf, ‘Table “ha 242. eu eee eee ieee 35,099 
Estimated depreciation on the stock of provincial capital, Appendix I, 
fe) i ogee dayne on Fick am is GTSDR EC ely ib Ore aa Lh enh tee OpRCM ELIE 4,838 


Municipal net ordinary expenditure, including the estimated voluntary 
contribution to maintenance and operation of schools, Appendix I, . 
PP ty lee 2 GU Vy tee ee Su} Bac wo » oo oid ee ee a 3,678 
Estimated depreciation on the stock of municipal capital, including 
that part of the stock of schools built by voluntary contribu- 
tions, Appendix 1, Table 0.15 «oneal a Bas ee ee 2 eee 755 


Total provincial and municipal requirements 1956-57 ...... 44,370 


Newfoundland Revenue, 1956-57 


'; Provincial net ordinary revenue, Appendix II, Table 11 ............ 36,794 
i ay uaveduct. ) transitional | Brand snows spine eb winery scabies ie aie 2,250 
Municipal net ordinary revenue excluding general subsidies from 
tne Province, Appena "Mt, Tatle 13.7 ices ok any eee ees 3,276 
Estimated voluntary contribution to building, maintenance and 
operation) ofsechools iced s.J30.73.ac Ceri RR ee 1,360 


—— 


Total provincial and municipal revenue, 1956-57, excluding 
the transitional grant of 2,250°. 0... 66c6~ ees MW ots te chee 39,180 


Revenue deficiency, including the transitional grant of 2,250 5,190 


It will be seen from the above table that the total requirements for 
1956-57 exceeded the total revenue, exclusive of the transitional grant, by 
$5,190,000. In other words, on the basis of 1956-57, the Province would 
require additional revenue of $5,190,000 less the transitional grant of 
$2,250,000, or $2,940,000, to: continue public services at the levels and 
‘standards reached. The transitional grant has been separated because its 
‘amount will be reduced from year to year and revenue from this source will 
disappear entirely in the fiscal year 1961-62. 
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Findings and Recommendations 


The Terms of Reference require the determination of the additional 
financial assistance necessary to continue public services at the levels 
and standards reached subsequent to Union. In our view the words “to 
continue” involve consideration of the future at least as far as to make 
some assessment of the probable course of revenues and expenditures. 
While it is impossible to project the expenditure requirements and revenues 
of the Province into the future, we feel that we should give consideration to 
the financial position of the Provincial Government as indicated by the 
estimates for the year 1957-58 furnished to us by the Financial Adviser to 
the Province. These estimates are set forth in Appendix V and are used 
in making the calculations shown in the following table. 


$000 
Newfoundland Expenditure Requirements, 1957-58 

Estimated provincial net ordinary expenditure excluding debt retire- 

ment, subsidies to municipalities, and capital grants for schools 

and hospitals, Appendix V, Statements 6 and 8 ................ 41,284 
Estimated depreciation on the stock of provincial capital ............ 4.958 
Estimated municipal net ordinary expenditure including the estimated 

voluntary contribution to maintenance and operation of schools 3,935 
Estimated depreciation on the stock of municipal capital, including 

that part of the stock of schools built by voluntary contributions 800 

Estimated provincial and municipal requirements in 1957-58 .... 50,977 


Newfoundland Revenue, 1957-58 
Estimated provincial net ordinary revenue, Appendix V, Statement 5 39,307 


Pronct: | tranisittonal rans esse eden s iesrrid pss dae oan ee 1,400 
PAGS TOTNES EV ETE ily. 2 iE widug xian sarin ake wet aaa a oe 3,538 
Estimated voluntary contribution to building, maintenance and opera- 

MUREE AEE ROM NE e t Vin sata ee niga #10 x AGEN Hea ek Ln wea a arte Ae 1,430 


Estimated provincial and municipal revenue in 1957-58, excluding 
te trameonal Oran’ OF L600 ia. 4 ctas eg wed one i hse Xs 42,875 


Estimated revenue deficiency, including the transitional grant 
ET AOD aang eee a aaa Re ote act tr a Sek ees atta 8,102 


The revenue deficiency indicated by the above table amounts to an 
estimated $8,102,000 inclusive of the transitional grant of $1,400,000 or 
$6,702,000 excluding the transitional grant. 

It must be borne in mind that the above calculations are based, in 
so far as they relate to provincial revenues and expenditures, on estimates 
made early in the last quarter of the fiscal year 1957-58. These are the 
latest figures available to us. The actual out-turns may be somewhat dif- 
ferent. The estimates indicate an increase in revenue over that of the 
preceding fiscal year but that increase was smaller than that which would 
have occured had more normal conditions prevailed. The current recession 
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began to be felt in Newfoundland early in the fiscal year and we do not 
know how long it will continue. However, we must assume that the reces- 
sion is no more than a temporary condition. Whether or not, under normal 
conditions in the future, the revenues will rise sufficiently to meet the ex- 
penditures necessary to continue public services at the levels and standards 
reached is a question which cannot be answered with any degree of certainty 
on the basis of information now available. 

’ In addition to this uncertainty there are other imponderables which 
cannot be measured but which affect the burden of taxation and the 
adequacy of revenue in the future. The economy of Newfoundland is 
highly vulnerable and is somewhat more dependent upon export industries 
than is the economy of the Maritime Provinces. For this reason the 
provincial and municipal revenues in Newfoundland may be subject to 
greater variation. The amount of accumulated capital and wealth is 
noticeably smaller in Newfoundland than in the Maritime Provinces. 
Average per capita money incomes, after the exemptions we have allowed 
in our calculations, are lower. This difference in incomes is greater in real 
terms because of the higher cost of living in Newfoundland. The special 
factors concerning accumulated capital and real incomes affect tax-paying 
capacity and tax burden, but these effects cannot be measured statistically. 

After giving consideration to the deficiency in revenue indicated by our 
calculations for the fiscal years 1956-57 and 1957-58 and after attempting 
to make a fair and equitable assessment in respect of the uncertainties and 
special factors mentioned above, we find that the Government of the 
Province of Newfoundland requires, as from April 1957, additional financial 
assistance of $8,000,000 per annum, less the transitional grant while it 
applies, “to enable it to continue public services at the levels and standards 
reached subsequent to the date of Union, without resorting to taxation more 
burdensome, having regard to capacity to pay, than that obtaining generally 
in the region comprising the Maritime Provinces of Nova Scotia, New 
Brunswick and Prince Edward Island”. Accordingly we recommend ad- 
ditional financial assistance as follows: 


(a) for the fiscal year beginning April 1, 1957, $8,000,000 less the 


Piirausinonal grant. Ol @1,400,000" OF ,...-%0s 05.00 «eee $6,600,000 
(b) for the fiscal year beginning April 1, 1958, $8,000,000 less the 
ivansitional grant of $1,050 000i oreu. 2.8% Rees Dak ees $6,950,000 
(c) for the fiscal year beginning April 1, 1959, $8,000,000 less the 
us EVANS ION! STenb Olw/ 00,000 OF 4... Revove tn «aces ates eee $7,300,000 
(d) for the fiscal year beginning April 1, 1960, $8,000,000 less the 
- erans lOnaerane OF Bd00,000 OF Cike rears. Croce Codes Cle zene $7,650,000 


-- (e) thereafter $8,000,000 per annum. 
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ALL OF WHICH WE RESPECTFULLY SUBMIT 
FOR YOUR EXCELLENCY’S CONSIDERATION, 


7 pie Boe = 


(Athen later 
Detach 


Secretary 


May 31, 1958; 
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APPENDIX I 


PROVINCIAL AND MUNICIPAL EXPENDITURE 
AND 
THE LEVELS AND STANDARDS 
OF PUBLIC SERVICE 


NEWFOUNDLAND 
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APPENDIX I 


Basic Data and Methods of Calculation 


The general theoretical approach to the problem of measuring the 
levels and standards of public service has been dealt with in Chapter III 
of the Report, where some of the practical problems were also raised. 
This section is concerned with the methods of calculation and the figures 
upon which the calculations are based. 


Financial Data 


The calculations are based upon the figures of provincial and municipal 
expenditure drawn from D.B.S. sources or from the financial information 
presented to the Commisison by the Government of Newfoundland and 
included in Appendix V. However, for purposes of calculating the levels 
and standards of public service the following necessary adjustments were 
made to these basic figures. 


(a) Certain items of expenditure were transferred from ordinary ex- 
penditure to capital expenditure because they were of a type 
which result in the creation or acquisition of capital assets and 
from which there is a flow of service in the future. For the 
Province this transfer involves grants for building and equipping 
schools and grants to non-government hospitals, and. for the 
municipalities it involves capital expenditure charged to revenue. 
In the normal course of events provincial ordinary expenditure 
will also include a certain amount of capital expenditure. How- 
ever, it would require a tremendous amount of research and in- 
vestigation to make a reasonable attempt at extracting these 
capital items from ordinary expenditure and this was not 
practicable. 


(b) Expenditures have been adjusted by adding the amounts of federal 
grants-in-aid for such things as health and hospitals, Trans-Can- 
ada Highways, vocational education. The reason for this adjust- 
ment is that the level of a public service in a province is not 
entirely dependent upon provincial or municipal expenditure but 
depends as well upon funds supplied by the Federal Government. 
Unless the gross figures are used, the flow of public service will be 
understated and moreover if there is a change over time in the 
division of responsibility between Province and Federal Govern- 
ment, the trend will be distorted. 

(c) Debt charges are excluded from ordinary expenditure in the cal- 
culation of the level of public service in order to avoid double 
counting. Debt charges are either the result of capital expenditure 
or the result of deficits on current account. In so far as they are 
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the result of capital expenditure, our calculation of the flow of 
service takes them into account because it includes interest on the 
present value of the stock of capital. In so far as they are the 
result of current deficits, it should be observed that the actual 
expenditure from which the deficits arose is fully reflected in our 
calculation of the level of service from ordinary expenditure on 
roads, education, health etc.; and we could not add to the level 
of service thus calculated a purely financial charge. 


In calculating the level of service from municipal ordinary ex- 
penditure am estimate of the local voluntary contribution to the 
operation and maintenance of schools was included. This was done 
because in Newfoundland the schools are operated by the churches 
and supported locally through the churches to a very considerable 
extent. If no allowance were made for this local contribution, the 
level of educational service in Newfoundland would be consider- 
ably understated. The Newfoundland Royal Commission on Revi- 
sion of the Financial Terms of Union estimated that local contribu- 
tions would amount to 15-20 per cent of provincial grants. Study 
of the data in the Appendix of their Report indicates that for 
Roman Catholic schools the contributions for current purposes 
average $21.33 per pupil in urban areas and $4.89 per pupil in 
rural areas. On the basis of further information received from the 
Superintendents of Education in Newfoundland, the average con- 
tribution to maintenance and operation has been estimated at 
$7.65 per pupil for Church of England schools and $8.22 per pupil 
for United Church schools. Assuming the average per pupil con- 
tribution in other schools to be the average of the United Church 
and Chureh of England contributions, the weighted average con- 
tribution for the Province is estimated at $8.98 per pupil. On the 
basis of an estimated 108,000 enrolment for 1956-57, this would 
give a total local voluntary contribution to maintenance and 
operation of schools of $969,840 which has been rounded for these 
purposes to $1 million. This estimate was approved by the New- 
foundland Council of Education. 

Similarly, in calculating the flow of service from municipal 
capital expenditure, an estimate was made of the local voluntary 
contribution to building and equipping schools. It was generally 
agreed in evidence before the Commission that the local voluntary 
contribution to the building and equipping of schools was, on the 
average, as large as the provincial capital grants for that pur- 
pose. We have, therefore, included as the estimated local 
contribution to capital expenditure for schools an amount exactly 
equal to the provincial capital grants as shown in Table 6. 


Appendix I 
Methods of Calculation 


Because of the very considerable price rise in the period under review, 
it was necessary to give some attention to placing the expenditures of 
each year on a comparable basis, that is, to expressing them in constant 
dollars. The actual price indices used for this purpose were supplied by 
the Dominion Bureau of Statistics. The D.B.S. has received provincial 
payroll information since 1952 and this was the basis of the deflation of 
salaries and wages. This had to be linked to earlier information from 
the provincial Public Accounts and from the provincial Estimates in 
order to carry this series back to 1949. The index was constructed on 
the basis of the movement in the average salary or wage and assumes 
that there has been no change in the quality of civil servants of a partic- 
ular category and no change in the composition of the public service. 
Other public expenditure was reduced to constant dollars by what appeared 
to be the most appropriate index in each case: the index of highway con- 
struction cost, the index of non-residential construction cost, and the con- 
sumer price index each being used for different parts of the calculation. 
It should be observed that the indices of highway construction cost and 
non-residential construction cost and the payroll information are also used 
by the Dominion Bureau of Statistics in deflating government expendi- 
ture for National Accounts purposes. 

The calculation of the flow of service from capital assets was based on 
the assumption of a 5 per cent rate of interest and a fifty-year life for all 
assets except roads and streets which were assumed to last 25 years. The 
total flow of service from capital was calculated as being equal to 5 per 
cent of the outstanding capital at the end of the year plus the depreciation 
allowance for that year. 

The calculation of the depreciation allowance was based on the assump- 
tion that the existing capital stock was, on the average, half worn out at 
the date of Union and that it would continue to decline at an even rate 
of 2 per cent of its original value per annum for all assets except roads 
and streets where the rate of depreciation used was 4 per cent. These 
rates of depreciation appear to correspond fairly closely with the general 
practice and with the presentation made by the Newfoundland Govern- 
ment to this Commission. 

One of the most difficult tasks was to try to establish the actual capital 
stock in existence at the beginning of the period under review. For this 
purpose the basic figures used were the figures of the Dominion Bureau 
of Statistics or other official sources which showed numbers of class-rooms, 
numbers of miles of road, and capacity of hospitals in the Province. These 
units were valued at the current value to find the aggregate capital in 
existence in 1949 expressed in 1956 dollars. For example, the Dominion 
Bureau of Statistics shows 2,286 class-rooms in Newfoundland in 1949. 
The Newfoundland Government, in presenting its Brief to the Commission, 
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indicated an average current cost per class-room of about $12,500. The 
total original value of the stock of schools in 1949 valued at 1956 prices 
was, therefore, 12,500 2,286; and assuming them to be half depreciated, 
the capital stock from which there could be a flow of educational service 
would-amount to eles 500 X 2,286 = $14,290,000. Half of this amount 
Core ie 

was assumed to have arisen from local contributions and was, pias | 
treated with municipal capital. 

The estimate of the capital value of hospitals was based on informa- 
tion supplied by the Department of National Health and Welfare at 
Ottawa. This information indicated that the rated bed capacity of all 
hospitals at the beginning of 1949 was 1,614. The Newfoundland Brief 
uses $10,000 as the average cost per hospital bed. On this basis and assum- 
ing the stock of hospitals to have been half depreciated in 1949, the 
capital value in 1949 was $10,000 « 1,614 = $8,070,000 in terms of 1956 
dollars. 2 er ee 

Similarly, the Dominion Bureau of Statistics reports 1,733 miles of 
surfaced highway in Newfoundland at the beginning of 1949, of which 1,620 
miles was gravelled and 113 miles paved. The Newfoundland Brief. at 
page 92 states that gravel roads cost about $40,000 per mile. Other informa- 
tion suggested that some of the gravel roads existing at the time of Union 
may not have been up to this standard; but, on the other hand, there was 
a small mileage of paved road which was more valuable. With these factors 
in mind, it was decided to use $40,000 per mile as the average cost per mile, 
in 1956 dollars, of the 1949 mileage of surfaced highways. Assuming these 
roads to have been half depreciated, the capital value from which there 
could be a flow of service in 1949 was therefore 40,000 « 1,733 = $34,660,000 
in 1956 dollars. 2 

An allowance of slightly more than $2 million was made for other 
buildings and capital assets and this allowance was quite arbitrary. It 
should be noted, however, that the Newfoundland Brief sets forth rather 
small capital requirements except for the functions mentioned above— 
hospitals, schools and roads. 

As far as municipal capital assets are ao eee no information was 
readily available which would provide a basis for a reasonable judgment 
of the total value of municipal assets. It was assumed that municipal 
capital assets would amount to two to three times municipal annual ordinary 
expenditure. This quite arbitrary estimate was based on the results of 
certain research in income and wealth which indicates that capital values 
for society as a whole may run to two to three times annual product or 
expenditure. It may be noted that the calculation of capital assets as 
carried out with regard to provincial assets produces a figure of $52 million 
at the beginning of 1949 which is about two and one-half times provincial 
ordinary expenditure of $21.9 million for 1949. 
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ESTIMATED YIELD OF 
NEWFOUNDLAND TAXES 
AT 
MARITIME RATES 


1956 


81 


Royal Commission on Newfoundland Finances 


Estimated Yield of Newfoundland Taxes at Maritime Rates Compared with 
Actual Collections in 1956-57 


Yield at 
Maritime 
Rates 


($000) 


2,440 
3,717 
1,518 
5,506 


5,306 © 


658 
1,430 


20,575 


nil 


20,575 


Increase (+) 
or Decrease (—) 
at Maritime 


Rates 
($000) 


—5, 903 
— 242 
+100 

+1, 678 

+3, 038 
+548 


—1,360 


—2,141 


Total 
N.S. N.B. Maritimes Nfld. 


7,538 
1,538 


— 


ee 


Nfld. 
Summary 1956-57 
Collections 
($000) 
Sales: fA S69 oi outenc ced eee. toe et ee aa 8,343 
Motor Tueitates:... ications nessa oars a 3,959 
Motor vehicle Heences cl. icciceesceiateeenaas 1,418 
Jia UOT CORBYOL 2. uacent eta etuaciene tes 3,828 
Proper ty CAxee ca ick dgiesmennee eta 2,268 
WO CARO SL lita cavsateorinia eet od ate eee 110 
Other taxes, licences and fe@S............cccseeceeeee 1,430 
Sub-total taxes and licences (excluding 
naburs! resources)..c. ue ae 21,356 
Estimated voluntary contributions to build- 
ing, operation and maintenance of 
SEP OOS oicss Voddiessencdevaniocness Oe eae 1,360 
Total revenue from Newfoundland sources 
(excluding natural resources)... 22,716 
Sales taxes 
P.E.L. 
Sales taxes, 1956 ($000)— 
R pierre ies TL se te ta ese ed a 
NMI OVON ES gc abd, ew ee el a 159 
PUINIIGRTIODS BAK i Ne ae 93 
Ege) AR aint SONS SV RLEML ey Oo Am ae Pa —_— 
Si Mig ICR § So 72: Sn Ss Od See OP ee RPS 252 
Personal income, 1956, ($ million).....0.0c.ccceeeeeeee 76 


Sales taxes as a percentage of personal income... 


Yield of Newfoundland sales taxes at Maritime 
rate of .80% of personal income ($000)........ 


—_ 7,538 

— 1,379 
451 413 
241 men 
692 9,330 
694 509 


Sales taxes are related in these calculations to personal income although 
a more direct relationship could be expected to exist between sales tax 
collections and aggregate retail sales or aggregate retail sales plus certain 
taxable business expenditures on machinery, equipment and construction 
materials. This method was necessary because the statistics of retail sales 
for 1956 only show the Atlantic Provinces as a group, and the latest provin- 
cial break-down is that provided by the census of 1951. However, there 
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is reason to believe that the use of personal income as the basis of the 
above calculations gives results very similar to those which might be 
obtained if the statistics of retail sales and taxable sales of machinery, 
equipment and construction materials to businesses were available on a 
provincial basis. This would seem to follow from the fact that the rela- 
tionship between retail sales and personal income appears to be quite stable. 
For Canada as a whole, retail sales as a percentage of personal income 
amounted to 68.1, 67.0, 66.9, 66.3, 66.6, 65.9 for the years 1951 to 1956 
respectively. For the Atlantic Provinces retail sales have constituted a 
somewhat larger but equally stable percentage of personal income as fol- 
lows: 78.5, 77.2, 76.7, 74.1, 77.4, 76.4 for the years 1951 to 1956 respectively. 
The 1951 census shows Newfoundland retail sales at 77.7 per cent of 
personal income compared with 90.0 per cent for Prince Edward Island, 
78.3 per cent for Nova Scotia, 76.1 per cent for New Brunswick and 78.2 
per cent for the three Maritime Provinces combined. This would seem to 
indicate that the use of personal income as the basis of our calculations 
rather than retail sales will give almost identical results in any comparison 
between Newfoundland and the Maritime Provinces. 

Similarly, failure to take into account the tax base provided by 
taxable sales of machinery, equipment and construction materials to busi- 
nesses would not seem likely to affect the calculation materially since the 
ratio between expenditures of this kind in Newfoundland and in the other 
Maritime Provinces appears to be about the same as the ratio between per- 
sonal incomes in these two regions. For example, aggregate personal income 
in Newfoundland in the year 1956 was 23.4 per cent of aggregate personal 
income in the Maritime Provinces of Prince Edward Island, Nova Scotia 
and New Brunswick. Capital expenditure on machinery and equipment 
in 1956 in Newfoundland was 23 per cent of capital expenditure in the 
Maritime Provinces. Total expenditure on machinery and equipment in 
Newfoundland including repair as well as capital amounted to 21 per cent 
of the Maritime total. Similarly, if the total of capital expenditure and 
repair and maintenance be taken, that is all capital and repair expenditures 
on construction, machinery and equipment, the total for Newfoundland 
in 1956 was 23.1 per cent of the total for the Maritime Provinces of Prince 
Edward Island, Nova Scotia and New Brunswick. In view of the above, 
it would appear that although personal income has been used in the absence 
of a more refined base, a more refined base could not have been expected 
to produce significantly different results. 


Motor vehicle licences 


The method of estimating the possible yield in Newfoundland from 
motor vehicle licences and drivers’ licences at Maritime rates was simply 
to apply the average Maritime collection per motor vehicle to the total 
registration in Newfoundland. The application of an average rate for all 
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Total 

PLEA: N.S. N.B. Maritimes Nfld. 

Motor vehicle licences, 1956 ($000).............. 579 4,909 3,912 9,400 1,418 
Motor vehicle registrations for 1956 

(OOD T= HUB Bak Ey a ate os e 20.8 151.8 111.0 283.6 45.8 

Passenger Cars Only sicccsisscinbvnsceerasopascen 14.2 it 81.4 206.7 32.6 

Trucks and motor buses onlly................ 6.5 39.5 24.5 70.5 12.5 
Average collections in 1956 per motor ve- 

hiicla Tegistravion, (9).c.c. accumsan sre 33.15 30.96 
Yield of Newfoundland motor vehicle 
licences, drivers’ licences, etc., if Mari- 
time rate of $33.15 per motor vehicle 

Ie applet CG000 ) Ge eee eas, dees ck 1,518 


motor vehicles would not appear to create any serious bias, since the 
percentage of total registrations made up by trucks and buses is not greatly 
different in Newfoundland than in the other Maritime Provinces. 


Motor fuel taxes 
Total 
Pane N.S. N.B. Maritimes Nfld. 


Motor fuel taxes, 1956 ($000)... 1,444 13, 202 10, 823 25,469 8,959 


The weighted average of the gasoline tax in the three Maritime 
Provinces for the year 1956 was 15.96¢ per gallon calculated as follows: 


Taxable gasoline 


sales Tax per gal. 
(thousands of gallons) (cents) $000 
| yt Coat Prt i HAD OR. eae ia prea Bo 10,367 >. 13 = "9,348 
Los BS MeL EAN Sees San a ee eo Or 76,909 x a7 v/a, Ono 
1S Da Ca RE Oi ee 66, 637 x 15 == 10,135* 
400 Ch See See ae On BO Senna 153,913 24,558 
Average tax per gallon 24,558 
= 15.96c. 
153,913 
1 Includes 139, being estimated tax on diesel fuel used in internal combustion engines. 
The Newfoundland tax is 17c. per gallon. 
Therefore, the yield of gasoline tax in 
Newfoundland at the Maritime rate of 
15.96c. per gallon would be 15.96 3,959 ais 
x oil 


00, 1 


An alternative method would be to calculate the average Maritime 
tax per gallon on all gasoline sold for internal combustion purposes and 
to apply this average to the gross sales in Newfoundland. Since the 
amount of tax-exempt gasoline will probably differ because of differences 
in the economic structure of the regions, this method is probably inferior. 
However, the results are not greatly different, as indicated below. 
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Total 
Po N.S. N.B. Maritimes Nfld. 
Motor fuel taxes, 1956 ($000)... ccc - 1,444 13, 202 10, 823 25,469 3,959 
BOtor PASOUUMNE SALSS. ...c..<.c:cs.ci:scceceseossscvscoseccocce 192.7 28.6 
(fiscal year 1956-57) 
(millions of gallons) 
Average tax per gallon of sales... 13,22c. 13,84c 
Yield of gasoline tax in Newfoundland at 
Maritime average rate of 13.22c. per 
Pre Ge a G11) Ie OR i RR CPR RL 3,781 


Liquor control 


The calculation of the yield from liquor control at Maritime rates 
is based on the published price lists of the Liquor Boards and on informa- 
tion supplied by the Nova Scotia Liquor Commission, the Newfoundland 
Board of Liquor Control and the Temperance Commission of Prince 
Edward Island. 


Total 
P.E.L. N.S. N.B. Maritimes Nfld. 
Liquor Control, 1956 ($000)... cece 1,201 10, 943 7,370 19,514 3,828 
Gross sales of alcoholic beverages, 1955 
(SSA Pe ane cae eed Ba Coa eR ada 917 11,799 8, 602 21,318 8,485 
add licence revenue .ih....c:c)iliechevedsbenss — 221 a 221 28 
RO PONG CaS hie ice Seoncssisess bude couee 620 8,097 5,848 14, 565 7,108 
SONA DE. Cah REST) ER RE PO TEE 297 3, 923 2. 104 6, 974 1,405 
percentage profit on beer.........ccccceeeees 48.0 48.5 47.1 47.9 19.8 
Sales of spirits and wines.............cccccccc 2,114 16,042 Li, 107 29, 263 4,718 
BOG MCONCE: FEV CNG 6 cc hi seacs\ so cesecsastcavee 30 61 15 Tw LOG 153 
BOSS COS OF Gales eh eee io cecces cco Let6) 8,061 5, 687 14,909 2,584 
profit on spirits and wines.............006 983 8,042 5,435 14, 460 2,287 
percentage profit on spirits and wines.. 84.7 99.8 95.6 97.0 88.5 
Yield of Newfoundland Liquor Control 
revenue at Maritime rates of 97.0% 
on spirits and wines and 47.9% on beer 
Nort op ILE OE 2 Sie aR eee ey eh a 5,506 


The indicated average mark-up for Nova Scotia in the year 1955-56 
was 99 per cent for spirits and wines and 45.8 per cent for beer. If licences 
are included, the average gross profit on cost of sales is 99.8 per cent for 
spirits and wines and 48.5 per cent for beer. 

From information on the prices of spirits and wines in Nova Scotia 
and New Brunswick, it was estimated that an average bottle of spirits which 
costs $4.89 in Nova Scotia would cost $4.80 in New Brunswick. Hence, 
the New Brunswick mark-up for the year 1955-56 was taken to be 


480 199 
—— x —— ~— 100 = 95.3 per cent, or if licences are included 95.6 per cent. 
489 1 

If the mark-up of 95.6 per cent for spirits and wines is assumed to be 


correct for New Brunswick, the remaining profits of the New Brunswick 
Liquor Control Board would have to be ascribed to profit on beer sales 
and this gives a resultant mark-up on beer of 47.1 per cent. 
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Information from the Temperance Commission of Prince Edward 
Island indicates that the beer mark-up in Prince Edward Island averages 
about 48.0 per cent including the 10 per cent health tax. Using the average 
mark-up of 48.0 per cent for beer, the average mark-up for spirits and 
wines can be calculated as 82.1 per cent, or if licences are included 84.7 
per cent. 

The above mark-ups for the three Provinces of Prince Edward Island, 
Nova Scotia and New Brunswick indicate an average Maritime mark-up of 
47.9 per cent for beer and 97.0 per cent for spirits and wines. 

The above Maritime rates of profit can be applied to Newfoundland 
sales of alcoholic beverages to estimate liquor control revenue at Maritime 
rates. The application of the Maritime percentage mark-up of 47.9 per 
cent on beer would give a profit of $3,405,000 on the total sales of 
$7,108,000. However, the use of the Maritime percentage mark-up might 
be regarded as unreasonable because the Newfoundland Liquor Control 
Board pays considerably higher prices for beer, particularly to the local 
breweries. The application of the same percentage mark-up would, there- 
fore, result in a considerably higher absolute profit (or tax) per bottle or 
per case. The cost of beer to the Newfoundland Liquor Control Board 
appears to be about 30 per cent higher than to the Maritime Liquor 
Boards and it follows that a mark-up of 37 per cent on this higher New- 
foundland price would give the same absolute profit per bottle as a 47.9 
per cent mark-up in the Maritimes. It can be argued that this is the 
way to apply the same rate of tax on beer as exists in the Maritime 
Provinces. Although this method is used here it can also be argued that 
equal rates of taxation would apply if the percentage profit were the 
same per dollar of sales, the method used in equating the sales tax rate. 

The yield from liquor control in Newfoundland at Maritime rates in 
1955-56 would be 


On wines and spirits 2,584,000 x 97.0 = $2,506,000 


————EE 


1 100 
On beer 7,108,000 « 37.0 = 2,630,000 
1 100° 


Total yield at Maritime rates = $5,136,000 
This would raise the 1955-56 actual yield in the ratio of 5,136,000 


3,692,000 
or by 39.1 per cent and the 1956-57 revenue of $4,291,000 (excluding fines 
and penalties) should accordingly be raised to 4,291,000 x 5,136,000 


1 3,692,000 
—483,000 (administrative costs) ...............08- = $5,486,000 
NL) UNE RCCEGIE BOTS ha 611724 3c Bat am EO Dn hE 20,000 
Yield of liquor control revenue in Newfoundland 
ab VM aFIAE Tate dy. (0, eee 2. Pee en eee $5,506,000 
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Property taxes 


Total 
PGS: N.S. N.B. Maritimes Nfld. 
Property taxes, 1956 ($000)... ....cccccccccsesesesese 1,735 24,156 19,353 45,244 2,268 
Taxes as a percentage of lending value 
mI MEDC parriple, 1057. .ccscscsscviccseecissscasess ted 1.5 12 1.3 - 
Yield of Newfoundland property taxes at 
Maritime rate of 1.3% of lending 
value— 
Incorporated municipalities ($000)...... 4,212 
Unincorporated areas ($000)... 1,094 


5,306 


The estimate of what a real property tax at Maritime rates would 
yield in Newfoundland must be regarded as extremely tentative. The 
comparison of rates of real property taxation is based on a small sample 
collected by Central Mortgage and Housing Corporation in connection 
with loan applications on new houses. Information was not available 
which could support a comparison of the rates of real property taxation 
on older properties. The fact that rates of real property taxation are con- 
siderably higher in the Maritimes than in Newfoundland is supported by 
general observation and by the opinion of those experienced in this field. 
In addition to the Maritime rate of property taxation being considerably 
higher than that in Newfoundland, property taxes apply almost every- 
where in the Maritimes while about two-thirds of Newfoundland’s popula- 
tion is in areas without municipal organization. The rate of property 
taxation in the rural part of the Maritimes is as follows: 


Population Levy 
New Brunswick—1956 


WETS Ls Col Mas RDLURE Se rode ane hal 350, 001 $ 7,547,161 
Schools, L.I.D.’s and Commissions — $ 1,172,909 


Nova Scotia—1955 
Rural Municipalities....0.00........cccccesee 344, 865 $ 5,382,714 


TOUR eae goat iis 698 , 416 $ 14,102,784 
Per capita levy is $20.19 


In 1955 the population of Newfoundland was 406,000 of which 135,129 
lived in areas with some municipal organization. The remaining 270,871 
people lived in areas not organized municipally. There is no way of know- 
ing how the real property tax base in the unorganized areas of Newfound- 
land compares with the real property base in the Maritimes. But for the 
present calculation it was assumed that a real property tax applied at 
Maritime rates in the unorganized areas of Newfoundland would yield 
one-fifth the amount per capita collected from property taxes in the rural 
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part of the Maritimes, or $4.04 per capita. Hence, a further amount of 
270,871 x 4.04 = $1,094,000 was added as the yield of real property taxes 
applied at Maritime rates to that part of Newfoundland without municipal 
organization. 


Poll taxes 
Total 
P.B.ls N.S. N.B. Maritimes Nfld. 
Porta xed, NOSG. (S000) cuss pusocscateitceaceossntesedencaceay ote 103 792 1,689 2,584 110 
Labour force—age 20-64 inclusive, fiscal year 
DOSG297 (000) oe 23), Nees Mec een as es eraced 365 93 
Average poll tax per person in labour force (§).... 7.08 1.18 


Yield of Newfoundland poll tax at Maritime rate 
of $7.08 per person in labour force ($000).......... 658 


Miscellaneous revenue 


Total 
aN N.S. N.B. Maritimes Nfid. 


Miscellaneous taxes, licences, fees and other 


sevens, 1056 S000 back cncctee's wed t, Vbw, cee 537 3,861 2,897 7,295 1,430 
hp Tag Pot 8 ARN AEN APTN OREN ATER a WS ad 311 1,776 1,665 3, 1o2 1,005 
NEE ee rented eetrteen, Satantades 226 2,085 15202 3,543 455 
Population 21-65 inclusive (000).........cccccceeseseeees 638 181 


Average levy per person over 20 years of age 
and under 66 ($)— 


PPOCIROIAU. .ceiuhden ian eae a ok a, ee ee 5.88 5.55 
WEN OT debug oe. hAN elas face ARN U EN eat 5.55 2.35 
11.43 7.90 


Yield from miscellaneous taxes at Maritime 
rein ce Got 1 Reet ce nee oe Rae 3 bi, ERM ane 1,430 


Examination of the detail of miscellaneous taxes, licences and other 
revenue indicates that Newfoundland per capita provincial revenue from 
these sources is comparable with that of the Maritime Provinces, while 
miscellaneous municipal revenue is much smaller per capita than that of the 
Maritime Provinces. Since the lower per capita municipal revenues are 
probably the result of the much lower degree of municipal organization 
in Newfoundland rather than of lower rates of licences, fees, etc., it was 
thought best not to make any upward adjustment in miscellaneous revenue. 
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TABLE 25 POPULATION AND PERSONAL INCOME 


CANADA, NEWFOUNDLAND AND THE MARITIME PROVINCES OF PRINCE Epwarp ISLAND, 
Nova Scotia AND NEw BRUNSWICK 


1926 1949 1950 1951 1952 1953 
Population (thousands)— 
Newfoundland................ 345 351 361 374 383 
Maritime provinces: 

COUDINO iis ds .ccsccivccdesnn 098°: l,gel 4,246 1,257 1,278 Ty20F 
Prince Edward Island 87 94 96 98 100 101 
Nova Scotia... 515 629 638 643 653 663 
New Brunswick.............. 396 508 512 516 526 Soo 
(CCABGUG ee ete es 9,451 13,447 138,712 14,009 14,459 14,845 

Personal Income 

(millions of dollars) 

Newfoundland................ 163 177 205 219 242 
Maritime provinces 

Com bined. ece a 276 817 864 942 1,030 1,071 
Prince Edward Island 21 51 53 60 71 66 
Nova: SCotisicliicdccccssee: 147 438 463 499 553 591 
New Brunswick.............. 108 328 348 383 406 414 
CSA bers ee 4,014 12,688 138,428 15,824 17,395 18,336 

Personal Income per 

capita (dollars)— 

Newfoundland................ 472 504 568 586 632 
Maritime provinces 

GODI DINGO. Tete 277 664 693 749 805 826 
Prince Edward Island 241 543 552 612 710 653. 
Nova Scotias.cnce 285 696 726 776 847 891 
New Brunswick.............. 203 646 680 742 Ti2 awl 
iy rs be peepee ere reed Ba 425 940 Oye 1, 180 7,2), 8 2s5 

TABLE 26 POPULATION BY AGE GROUPS 


1954 


395 


1,314 
101 


435 
18,421 


653 


846 
683 
902 
806 
1,205 


1955 1956 


406 415 


1,330 1,349 
100 99 
683 695 
547 555 

15,698 16,081 


274 305 
1,157 1,279 
69 76 
631 694 


457 509 
19,820 21,958 


675 735) 
870 948 
690 768 
924 999 
885 | 917 
1,263 1,365 


NEWFOUNDLAND AND THE MARITIME PROVINCES OF PRINCE EpWArRD ISLAND, 
Nova Scotia AND NEw BRUNSWICK 


New- 


P 
foundland Edwa 


Population by Age Groups 
i 


ORT TS ECAR aatie AEP 63, 374 
LEAL) ho Ce ER a cae 59, 539 
2G Wy POR AEE Rae Dae, asl 8 45,997 
Hs, 2 ee Ee hy US20 
iC ipneeL 2 CRD RCRA) EAN Voace 
Ae LS oe OR eae E002 
| RCTeg tab seo met ae ei 6,787 
LRU RSEC Ct Ee UP aa rainy o7 aes 6, 554 
Lipton OR Sede OR eT Fa 35, 660 
PAY i CR, Yard ae een abe ae 30,018 
ESSE AY RA WGK Sete A IRENA ae 27,054 
S50 Wo eh a eee ayo ZO Loo 
Yio ht LORI al Pt Re veg RP 25,228 
2 Te LS ie Re RT ey tl 22,638 
Aaa Ole FOAL eo ean AU 18,307 
GNU ah Ree eHis ha ated renee 14,134 
Ha 516 aay Sy lla Se A ee 12,599 
(a 1 Ree eR «A de eee 10, 584 
OO - OOM erect ete ee nd 8,911 
ATA eas a calle ed A Cra2e 
5 So RRR AU ENAE ile ole 5 2 4,687 
SUPOAN Ait ae ee cee 2,516 
SS es ON eaer Ae ESR Ge ah got come 1,046 
OOO. OVOr sh lok, a: 30 
A OGG i ohusees esate 415,074 
Number of families.............. 82,128 
Average family size.............. 4.6 
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12,285 
12,521 
9,828 
1,766 
1,721 
1, 662 
1,572 
1,469 
8,190 
6,147 
5, 369 
5, 633 
5,895 
5, 793 
5, 083 
4,252 
4,085 
3,854 
3,925 
2,946 
2,026 
1,203 
593 
257 


rince 
rd Island 


99, 285 


21,153 
4.1 


1956 


Nova 
Scotia 


85,972 
82,033 
67,566 
12,045 
11,614 
11,222 
10,876 
10, 569 
56, 326 
49,069 
44,755 
45,673 
46,445 
43,444 
36, 783 
28, 972 
25,791 
22,981 
19, 926 
16,827 
11,387 
6,548 

3,049 

1,170 


694, 717 
154, 243 
3.9 


Brunswick 


New 


74,299 
73, 034 
57,938 
10, 235 

9,882 

9,483 
8,991 
8,457 
47,048 
36,421 
33,838 
35,448 
34,638 
31,862 
27,627 


554, 616 
116, 623 
4.2 


Total 
Maritimes 


172,556 
167,588 
135,332 
24,046 
23,217 
22,367 
21,439 
20,495 
111, 564 
91,637 
83, 962 
86, 754 
86,978 
81,099 
69,493 
55, 204 


1,348,618 
292,019 
4.1 
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TABLE 27 PRICES INDICES AND CAPITAL ASSETS 
1949—1956 


1948 1949 1950 1951 1952 1953 1954 1955 1956 


Price Indices 


Newfoundland 
Average salary of provincial 
government employees... 100.0 100.2 103.2 116.4 130.1 146.1 147.7 150.3 
Average salary of teachers...... 100.0 108.3" 121.2. :123:9 138.7 166.4 177.8: 189.2 
All Canada 
Consumer price indekX...............4. 100.0 102.9 1138.7 116.5 115.5 116.2 116.4 118.1 
Highway and railway con- 
BERICHT at et eyes 100.0 103.7 114.0 120.3 124.3 124.9 127.4 183.5 
Non-residential construction.. 100.0 105.0 118.0 125.3 129.8 129.5 132.1 138.5 
Machinery and equipment........ 100.0 105.9 119.8 120.3 122.8 124.7 126.4 134.8 


Capital Assets—Newfoundland 
Miles of surfaced highway 


Bituminous pavement................ 24 20 30 30 30 33 30 33 

Bituminous surface............0.00 89 101 97 97 97 97 97 88 

Gravel construction...............000 1,620 1,800 1,800 2,300 2,390 2,050 2,140 2,705 

SN Cy G2 ee erence Aa ee oe 1,733 1,921. 1,927 2,427 2,517 2,180 2,270 2;826 

Number of school classrooms...... 9°986 2/354 2,477 2,513 2,623 2,749 2,878 2,998 3,250 

Rated bed capacity of hospitals 1,614 2,686 
TABLE 28 INCOME DISTRIBUTION 


PERCENTAGE DISTRIBUTION OF UNATTACHED INDIVIDUALS AND FAMILIES BY INCOME GROUPS: 
NEWFOUNDLAND AND THE MARITIME PROVINCES, 1954 


(Source—Dominion Bureau of Statistics) 


Newfoundland Maritime Provinces 
Income Unattached Unattached 
Groups Individuals Families Total Individuals Families Total 
Percentage 
(Ui ie) gee 1s" | Ee a 36.1 8.4 ti.1 31.9 FA 7.9 
Bi DOO B00 ae csacentvcsarconsass 22.2 10.8 11.9 20.4 41.8 isva 
$ 1,000—$1, 499.00... cece 19.4 14.7 15.2 19.5 {h.2 127 
$ 1, 500—$1, 999... eee 2.8 i 8 Ways 10.8 8.8 10.2 10.0 
© 2, O00 — $2, 499... cccnscavvcdscavenes 13.9 7.8 8.4 8.0 10.4 10.0 
D2 B00 $2, GOO isc ceeseeszecesesoven — 72 6.5 os 12.9 10.6 
$ 3, OOO—$3 , 499.000... ccceeeeeee — 8.1 1 Rs ano 10.0 8.9 
$ 3, 500—$3, 999.0... ceceseeees 5.6 i ea 10.6 or 8.5 7.4 
$ 4, 000—$4, 499... scene — 3.9 3.5 0.9 6.9 5.9 
$ 4, 500—$4, 999... eeeeeeee a 0.9 0.8 1.8 4.8 4.3 
$ 5, OOO—$6, 999..........cecceereeee —- 9.9 8.9 1.8 fips 6.5 
$ 7, 000—$9, 999............cscscceee —~ 3.9 ou — Ese 1.4 
$10,000 and OVET............c.0000 — ico 1.4 0.9 1.3 ie 
he) ee ee eee er oe 100.0 100.0 100.0 100.0 100.0 100.0 
wee EIN Ss SS EON ACSI SI Be BOUT Bp ERs en AL oe 
Average Income...............00+ $1,021 $2, 826 $2, 650 $1,398 $2,938 $2, 663 
Median Income..............c08+ $813 $2, 282 $2,060 $944 $2, 643 $2,305 


SDE RSE SAP ak MP eM TI 5c EAL le em 
The original sample size for Newfoundland was 300 and for the Maritimes 500. 
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APPENDIX V 


NEWFOUNDLAND 
FINANCIAL STATEMENTS 


prepared by 


Mr. James C. THompson, financial adviser to the Royal 
Commission for the Preparation of the Case of the Govern- 
ment of Newfoundland for the Revision of the Financial 
Terms of Union, 1957 


presented by 


the Government of Newfoundland to the Royal Com- 
mission on Newfoundland Finances under the Terms of 
Union at public hearings held at St. John’s, Newfoundland, 
July 22, 1957, and brought up to date January, 1958 
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Royal Commission on Newfoundland Finances 


STATEMENT 10 PROVINCE OF NEWFOUNDLAND 


LOANS AND ADVANCES—PRE-UNION 
(Thousands of Dollars) 


March 31 
1957 
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APPENDIX VI 


LIST OF PUBLIC HEARINGS, 
BRIEFS AND EXHIBITS 
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Royal Commission on Newfoundland Finances 


1. Puspuic HEARINGS OF THE COMMISSION 


St. John’s July 22-August 2, 1957 
Ottawa October 7-9, 1957 


by 


2. Briers SUBMITTED TO THE COMMISSION 


Government of Canada 


Government of Newfoundland 
Newfoundland Board of Trade 


10. 
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3. Exutsits FILED AT HEARINGS OF THE COMMISSION: 


. Report of the Royal Commission for the Preparation of the Case of the Govern- 


ment of Newfoundland for the Revision of the Financial Terms of Union, 1957, 
633 pages. Presented by counsel for the Government of Newfoundland. 


. Appendix to the report of the Royal Commission for the Preparation of the Case 


of the Government of Newfoundland for the Revision of the Financial Terms 
of Union, 1957, 659 pages. Presented by counsel for the Government of 
Newfoundland. 


. Report of Mr. J. C. Thompson, financial adviser to the Royal Commission for 


the Preparation of the Case of the Government of Newfoundland for the Revision 
of the Financial Terms of Union. Revised Financial Statistics, June 18, 1957, 
51 pages. Presented by counsel for the Government of Newfoundland. 


. Prospectus in connection with the issue of $4,000,000 Province of Newfoundland 


54% Sinking Fund Debentures dated May 1, 1957 and Supplement, 5 pages and 
13 pages respectively. Presented by counsel for the Government of Canada. 


. Amended copy of Economic Analysis, and Conclusions and Recommendations, 


Parts 4 and 5, Book 1 of the Report of the Royal Commission for the Preparation 
of the Case of the Government of Newfoundland for the Revision of the Financial 
Terms of Union, 1957, by Mr. H. C. Goldenberg, Q.C., economic adviser to the 
Newfoundland Royal Commission, 100 pages and 3 pages respectively. Presented 
by counsel for the Government of Newfoundland. 


. Letter, dealing with comparative retail prices, dated January 24, 1956 from 


Mr. H. Marshall, Dominion Statistician, to Mr. D. C. Hunt, Secretary of the Royal 
Commission for the Preparation of the Case of the Government of Newfoundland 
for the Revision of the Financial Terms of Union, 1 page. Presented by counsel 
for the Government of Newfoundland. 


. Letter, dealing with comparative retail prices, dated October 27, 1954 from 


Mr. L. E. Rowebottom, Prices Section, Dominion Bureau of Statistics, to Mr. D. E. 
Armstrong, 2 pages. Presented by counsel for the Government of Newfoundland. 


. Table showing comparative tax-paying capacity in Newfoundland and the 


Maritimes by Mr. W. M. Marshall, Deputy Minister of Finance, Newfoundland, 
1 page. Presented by counsel for the Government of Newfoundland. 


. List of items exempt from assessment under Social Security Assessment Act 


prepared by Mr. W. M. Marshall, 1 page. Presented by counsel for the Govern- 
ment of Newfoundland. 


A history of debt allowances, 2 pages. Presented by counsel for the Government 
of Canada. 


iy 


12. 


13. 


14. 


15. 


16. 


iy: 


18. 


ive 


20. 


21. 


22. 


23. 


24. 


25. 


Appendix VI 


Reconciliation of Surplus on Ordinary Account as shown by Public Accounts 
of the Province of Newfoundland with the Surplus shown as Item 3, Statement 4 
in the report of Mr. J. C. Thompson, financial adviser to the Royal Commission 
for the preparation of the Case of the Government of Newfoundland for the 
Revision of the Financial Terms of Union, June 18, 1957, 2 pages. Presented 
by counsel for the Government of Newfoundland. 


Canadian Hospital Directory, 1956, pages 56-59 inclusive. Presented by counsel 
for the Government of Newfoundland. 


Table illustrating the development of motor vehicle traffic in Newfoundland 
between 1925 and 1956, 1 page. Presented by counsel for the Government of 
Newfoundland. 


Statistical Supplement to the Annual Report of the Department of Education, 
Province of Newfoundland, for school year ended June 30, 1956, 57 pages. Presented 
by counsel for the Government of Newfoundland. 


Statement of revenues received by the Federal Government in the Province of 
Newfoundland and expenditures by the Federal Government represented by 
payments to or expenditures in the province during the fiscal year 1955-56 taken 
from return tabled by the Minister of Finance in the House of Commons, 1957 
Session. Presented by counsel for the Government of Newfoundland. 


Table showing ratio of federal expenditures to federal revenues from the Atlantic 
Provinces, 1955-56, 1 page. Presented by counsel for the Government of 
Newfoundland. 


Album containing 42 photographs which illustrate the condition of highways and 
roads in Newfoundland. Presented by counsel for the Government of New- 
foundland. 


Calculation of Taxes Collected from Individuals in the Maritimes prepared from 
information contained in pages 200-201, report of the Royal Commission for 
the Preparation of the Case of the Government of Newfoundland for the Revision 
of the Financial Terms of Union, 1957, Chap. VII, Sect. 1, 1 page. Presented 
by counsel for the Government of Newfoundland. 


Cost-of-Living Index, St. John’s Newfoundland, D.B.S. Reference Paper No. 28, 
1951, 11 pages. Presented by counsel for the Government of Newfoundland. 


Summary of the findings and recommendations in the reports of the Royal Com- 
mission on Maritime Claims, 1926 (the Duncan Commission) and the Royal 
Commission on Financial Arrangements between the Dominion and the Maritime 
Provinces, 1985 (the White Commission), 2 pages. Presented by counsel for 
the Government of Canada. 


Three albums containing photographs of facilities in the St. John’s General 
Hospital, the St. John’s Sanatorium and the Hospital for Mental and Nervous 
Diseases, 54, 30 and 72 photographs respectively. Presented by counsel for the 
Government of Newfoundland, 


Schedules of the salary scale of teachers in Newfoundland covering the period 
1929-1957, 3 pages. Presented by counsel for the Government of Newfoundland. 


Album containing 72 photographs of classrooms, science rooms, cloakrooms, 
corridors, bathroom facilities, playgrounds and entrances in Newfoundland schools. 
Presented by counsel for the Government of Newfoundland. 


Album containing 54 photographs of the Home for the Aged and Infirm, licensed 
boarding homes, the Girls’ Home and Training School, and the Home for Infants. 
Presented by counsel for the Government of Newfoundland. 


Table giving samples of school fees charged by boards of education of different 
denominations in Newfoundland, 3 pages. Presented by counsel for the Govern- 
ment of Newfoundland. 
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26. 


27. 


28. 


29. 


30. 


31. 


32. 


33. 
34. 
35. 
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yal Commission on Newfoundland Finances 


The Education (Teachers’ Pensions) Act, the Revised Statutes of Newfoundland, 
Chap. 103, 1952, 17 pages; the Education (Teachers’ Pensions) (Amendment) Act, 
1953, 3 pages; the Education (Teachers’ Pensions) (Amendment) Act, 1955, 
1 page. Presented by counsel for the Government of Newfoundland. 


Submission from the Government of Canada by Mr. R. A. Ritchie, counsel, 
65 pages. 


Report of Mr. J..C. Thompson, financial adviser to the Royal Commission for the 
Preparation of the Case of the Government of Newfoundland for the Revision 
of the Financial Terms of Union, Revised Financial Statistics, September 20, 1957, 
23 pages. Presented by counsel for the Government of Newfoundland. 


Table of personal income in Newfoundland and the Maritime Provinces, 1956, 
1 page. Presented by counsel for the Government of Canada. 


Table showing the percentage relationship of combined provincial and municipal 
revenue to personal income in Newfoundland and the Maritime Provinces 1956-57 
by Mr. R. A. Ritchie, 1 page. Presented by counsel for the Government of Canada. 


Submission by Mr. J. C. Thompson for the Province of Newfoundland in respect 
of questions raised by Mr. R. A. Ritchie in the submission from the Government 
of Canada (Exhibit 27), 2 pages. 


Reply by Mr. H. C. Goldenberg on behalf of the Government of Newfoundland 
to submission from Government of Canada, 28 pages. 


Memorandum for Newfoundland counsel by Mr. J. C. Thompson, 2 pages. 
Submission from the Newfoundland Board of Trade, August, 1957, 8 pages. 


Revised Financial Statistics for the Province of Newfoundland prepared by 
Mr. J. C. Thompson, February, 1958, 16 pages. Presented by counsel for the 
Government of Newfoundland. 
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